NATIONAL DEFENSE AND 
THE FUTURE OF PROFITS* 


160 


+ 
Oo 


Industrial Production —1935-39=100 
+ 
=) 
SIDIJOG 4O SUOIIg Uj] —SUOHDIOAGIO |v jO Syjoug 


HED BY THE MaGRAW-HILL PUBLISHING CO 


STEPPING UP 


TO A“MUST™ 
ASSIGNMENT 


. 
fe Gates Owe a whe. oo 


Railroads are now moving more tons of freight more 
miles than they did in the peak war-year of 1918 


One year ago the American 
‘a ‘railroads looked at the trans- 


portation needs of the nation’s 
defense program and said they could 
handle the job. 


On that promise we made good. 


Itc was made with confidence, because 
preparedness started twenty years before. 


Eight billion dollars had gone into heavier 
rails, stronger bridges, improved safety 
signals, more powerful locomotives, 
better cars — the basic needs of faster, 
smoother handling of increased traffic, 
whenever it might come. 


a that promise, things have happened. 


The government's own appraisal of de- 
fense needs doubled and redoubled again. 


Consumer buying reached a ten-year peak. 


Demands for coal, piled up by the strike, 
pyramided the job in this field. 


The demand for ships brought a shift of 
trafic from water to rails. 


Today the railroads are handling an increas- 
ing portion of the intercoast traffic formerl) 
moved through the Panama Canal. 


The railroads are ready to take over ship- 
ments from the Orient — loading them on the 
Pacific Coast and speeding them across the 
continent at a saving of prectous weeks. 


The railroads are being called upon to take 
over the movement of much of the oil for- 


merly handled by oil company ocean tankers. 


And under way now is one of the largest 
wheat harvests in history—with the railroads 
standing by with a supply of cars ample to 
move more wheat than can be sivved. 


_ re no other form of transporta- 
tion could begin to handle this combina- 
tion of assignments — or 
move the tonnage that's 


crease the carrying capacity of America’s 
No. 1 transportation system is shown by 
such examples as these: 


It would add the equivalent of 100,000 cars 
to the nation’s supply if the average “turn- 
atound” time of each car could be reduced 
one day by faster unloading —3 times the 
number of cars needed to handle any 
transfer of traffic from the Panama Canal. 


It would add the equivalent of an additional 
30,000 cars if the average loading of car- 
load traffic could be increased by one ton 
— by such simple im- 
provements as better 


rolling over the rails 
today. 


To meet increasing re- 
sponsibility, the rail- 
roads are adding new 
equipment. 


They are rebuilding old 
cars, adding new ones. 
Between the fall of 1939 
and of 1941, they will 
have put in service 1,000 
locomotives, 27,000 re- 
built cars, 168,000 new 
ones. The schedule calls 
for 120,000 more in 1942 
— 150,000 more in 1943. 


Not content with this, 
we continue to ask our- 
selves, what more can we 


EXPERT OPINION 


“The National Association of 
Shippers Advisory Boards has 
full confidence in the ability of 
the railroads of the United States 
to perform, under private man- 
agement, with the cooperation 
of the shipping public and the 
government of the United States, 
the transportation services to be 
required of them by, the National 
Defense program. 


‘lt pledges its members and the 
members of its offiliated regional 
boards to the accomplishment of 
the nation's great purpose.’’— 
(Extract from resolution of the 
National Association of Shippers 
Advisory Boards adopted at 
Chicago, Illinois, on June 19, 1941.) 


planning of packaging 
and loading. 


How such improve- 
ments can be accom- 
plished calls for analysis 
of each shipper’s present 
methods — as well as the 
practices on the receiv- 
ing end. 


The big fact is, we are 
thinking ahead —study- 
ing our job for the sake 
of defense—and we in- 
vite every user of rail 
transportation to do the 
same. 


Les a big assignment we 
have ahead of us. We 


doright now? And in answer to this we have 
increased the activities of our Car Service 
Division, our Freight Container Bureauand 
our whole cooperative service to shippers. 


Whar such cooperation can do to in- 


know it—and do not propose to under- 
estimate the challenge it presents. 


But we have the organization. We have 
the “know how.” We have the man power. 
And we have the determination to do this 
job as it should be done. 


ASSOCIATION OF AMERICAN RAILROADS wasnincrton, o. c. 
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Motor Truck Show-1941 Style 


A typical example of B. F. Goodrich leadership in truck tires 


ORE models than ever before 

—4 and even 6-wheel drives 
—power to climb 65 per cent grades— 
ability to travel through axle-deep 
mud and water—these are some of the 
features of the 1941 model trucks now 
available in olive drab. 

For these are the trucks coming off 
assembly lines for Uncle Sam’s Army. 
Trucks for transport of troops and 
supplies, prime movers for heavy 
artillery, combat vehicles, and scout 
cars. The modern army rolls on rubber. 
Gets there in a hurry. 

For these trucks and other auto- 
motive units B. F. Goodrich supplies 
tires and tubes. Thousands of the 
new Speedliner truck tires, for example, 
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have “joined up” with the army. 
These are the same tires which are 
setting new performance records for 
truck owners everywhere—are turn- 
ing in 25% more mileage than even our 
great Silvertown of 1940. 

The Speedliner is built on an en- 
tirely new principle—with more rubber 
put into the tread—right where it is 
needed most. This thicker, heavier, 
deeper-cut tread is placed over a re- 
inforced foundation which gives great- 
er resistance to road and load shocks. 
Furthermore, compounds in both tread 
and body are fortified with Duramin, 
the amazing B. F. Goodrich chemical 
discovery which fights wear, prolongs 
tire life. No wonder the Speedliner 


is ‘first in value’’ for both national 
defense and domestic use. 

At your B. F. Goodrich Dealer or 
B. F. Goodrich Silvertown Store you 
can see this new longer-mileage truck 
tire that sells at regular prices. If 
your dealer should be short of stock 

in certain sizes, remember 
— national defense has 
first call on our supplies. 


FIRST IN RUBBER 


EFFECTIVELY § 

SUPPLYING THE Mm 

MECHANICAL 

RUBBER NEEDS OF INDUSTRY TODAY 


The extensive facilities of the huge Republic 


plant working in complete cooperation with a uniquely 


organized, nationwide network of industrial distributors 
—these are the two distinct factors whose combined 
teamwork is maintaining the quality and availability of 
Republic Belting and Hose under industry’s present 
needs. Republic has extended its own efforts beyond all 
precedent. The long established organization of Repub- 
lic Distributors has always done a splendid job in giv- 
ing prompt and efficient service. REPUBLIC RUBBER 
DIVISION OF LEE RUBBER AND TIRE CORP., 
YOUNGSTOWN, OHIO. 


ORDER REPUBLIC 
\ RUBBER PRODUCTS ) 
FROM YOUR DISTRIBUTOR 


REPUBLIC SZaRUBBER 


WOSE - BELTING + PACKING - MOLDED PRODUCTS 
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ach man in a big relay race must do his 

part with precision. As the runner nears 
the line, the next man starts, gaining speed 
until the teammates match stride for stride; 
the baton changes hands without a falter. 
That's perfection in timing—the teamwork 
that brings victory ! 


Teamwork Counts In National Defense . . . 
Watch the Railroads and General American! 


In the race for national defense, TIME is all- 
important. Teamwork saves time—as shown 
by the smooth, swift coordination of effort 
between the Railroads and their ally, General 
American Transportation Corporation. 


“Watch them pass the 
baton at top speed 


. . . that’s what I call Timing 


p93 


We build all types of freight cars. We supply 
special cars—tank, refrigerator, stock, milk, 
and refrigerator express—to the railroads and 
to private shippers. 


Years of familiarity with specialized freight 
problems often enable us to anticipate coming 
car requirements. At all times we are geared 
to handle the needs of shippers with utmost 
speed, safety and economy. 


Saluting a Distinguished Partner 


A grateful America gives thanks that its Rail- 
roads—the one indispensable form of trans- 
portation—are ready to meet today’s challenge. 
General American is proud of its 40-year 
partnership with this huge steel network that 
is the backbone of our country’s strength. 


| ‘| GENERAL AMERICAN enn, CORP 


135 South LaSalle Street, Chicago, Illinois 


Supplementing and augmenting railroad service by building all types of freight cars... by supplying cars for 
transporting specialized commodities . . . by operating the world's largest bulk liquid terminal system. 
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STANDARD | 
CONVEYORS 
ARE 
“FIRST. LINE” 


Standard Conveyors of a Special Spool Type 
are used in large plant for line produc- 
tion of 3 inch A. A. Shell. View shows a 
portion of the extensive Standard Convey- 
or system used to carry shell, safe and 
fast, through various stages of producti 


Conveyors—planned and installed 
by Standard —are a basic part of 
the high-speed, mass-production 
equipment increasingly being 
called into use to step up defense 
production. They are of vital im- 
portance in cutting short handling 
time, eliminating repeated han- 
dling, avoiding wasteful waiting 
for materials — they help speed 
production all along the line. 


TO SPEED PRODUCTION 
... CONVEYORIZE 


In every plant there are production oper- 
ations which can be “‘conveyorized” with 
substantial savings of space, time and costs. 
Handling incoming material—work in pro- 
cess— moving finished products to shipping 
or storage — at any one or all of these 
points Standard Conveyors can substan- 
tially step up production. 

Send for Bulletin BW-8 ‘Conveyors 

by Standard,”’ showing what Stand- 

ard has done for many manufacturers. 


STANDARD CONVEYOR COMPANY 


General Offices: North St. Paul, Minnesota 
Sales and Engineering Offices in Principal Cities 


“THE STANDARD 
tandard, * 


CONVEYORS 
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THE COVER 


The chart on this week’s cover suggests a basic reversal in the rela 
between business and profits. Note how the red line—profits—start 
in 1916 at a higher level than the white line—production. But not: 
that in 1940 production finished higher than profits. What does 
imply? Simply this: that business men today are making less mon 
more production than back in the 'teens and "twenties. For the full i: 
cations, see Business Week's Report to Executives, entitled “Nati 
Defense and the Future of Profits’ —pages 25-38. 


“ENCIRCLEMENT” 


Putting steel under mandatory priority control is important in itself, 
but is more important as a signal that the big defense squeeze on \ 
sumer goods is really on (page 15). Instalment buying curbs make it 
a pincer movement (page 80). One escape lies in finding substitutc 
scarce materials (page 17). For the worried small business man, ther 
is an OPM rescue plan (page 7) 


REVOLUTION IN HOUSING 


Confronted with the urgency of getting lots of new houses in a hurn 
for military and detente personnel, ack! Sam has done considerable 
trail- blazing. Prefabrication and other new techniques—page 42—hav« 
been put to unexpected tests; a new mutual financing plan has been 
evolved. That home-building has entered a new era is clearly indicated 


| LABOR’S CHANGEOVER 


What happens to workers when a plant shifts from civilian to defense 
production? ‘Typically, there is a shutdown for retooling, which may 
mean months of lost manpower unless something is done. Determined 
to do that something, OPM went to Buffalo, enlisted local cooperation in 
tackling a specific problem—page 18. Result: a formula that is expected 
to help solve similar employment problems wherever changeovers occur 


GRADES ON THE GRIDDLE 


For years the Department of Agriculture has had official A-B-C grades 
for canned goods, and their validity has never been challenged. Now 
the Food ond Drug Administration is determined to find out if they 
will stand up in court. It has been seizing a lot of canned goods bearing 
A-B-C grades on misbranding charges, ad at last it has found som« 
body who will fight back, the American Stores. Hence, the grading 
issue is joined—page 52. 


| WHERE TO FIND IT 
Washington Bulletin Labor and Management 


Figures of the Week Finance 

The Outlook a ee ee 
Housing Business Abroad 

Marketing Profit & Loss 

Regional Market Outlook The Trading Post 

New Products The Trend 
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WASHINGTON BULLETIN 


FOR BUSINESS BY BUSINESS WEEK’S WASHINGTON BUREAU 


To Relieve the Pinch 


Defense business is beginning to look 
like real bread-and-butter business for a 
jot more people. Prospects at least are 
more favorable, although optimism 
should be reserved until there’s some 
evidence that new plans will work out. 
Stirred by the din raised by business 
men, employees and politicians, as rap- 
idly shortening supplies of materials for 
commercial products are forcing more 
layoffs and Fatdeene every day, OPM 
is tardily coming to grips with the prob- 
lem of distributing defense work more 
widely (page .15). 

Until prodded by popular clamor, 
OPM kept skirting the problem of how 
to spread defense business, embarrassed 
because the statutory power to contract 
for Army and Navy needs is confined 
to the services and is jealously guarded 
by them. For a year past, spreading 
the work has got lip service but little 
more from the Army, whose cooperation 
is more vital than the Navy’s due to the 
volume and character of work. 


Work-Spreading Plan 


It’s shutdown or showdown now, and 
Knudsen declared bluntly this week that 
the armed services must assume their 
share of responsibility for sharing the 
work. The Army and Navy are coming 
around to a program that is aimed at 
spreading defense work by the following 
methods: 

(1) Mandatory subcontracting as a 
condition to the award of prime con- 
tracts. 

(2) Award of defense work on a non- 
competitive basis to concerns in com- 
munities which OPM certifies are threat- 
ened by unemployment. 

(3) Award of prime contracts to man- 
ufacturers’ contracting pools. 

(4) Breaking down of large contracts 
into smaller units. 

(5) Increasing to $10,000 the amount 
of business which can be placed on open 
orders. 

(6) Bonus for deliveries speeded by 
sub-contracting. 

(7) Withholding of new equipment 

for execution of national-defense work 
until a canvass is made of equipment 
available. 
e New Status for DCS—To give force 
and guidance to this work-spreading 
program, the Defense Contract Service, 
eretofore pretty much a stepchild in 
OPM, has been lifted out of the Pro- 
duction Division and will report on its 
subcontracting activity directly to Co- 
Directors Knudsen and Hillman. 
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Price Bill Lags 


Despite the ominous outlook, prices 
have not risen enough—yet—to insure 
passage of the price-control bill (page 
16) anytime soon. The labor and farm 
blocs are satisfied that the bill won't 
cramp them and are keeping up the 
fight against it only to maintain their 
bargaining position; but the people who 
will be hurt most by rising prices— 
those who are neither farmers nor la- 
borers—have not yet been heard from. 

Leon Henderson's losing struggle to 
keep prices down has nevertheless been 
successful enough thus far to deprive 
him of the best argument for real price 
controls—sharp increases in the cost of 
living. Henderson’s past reputation as 
a radical New Dealer also bears against 
the bill, but the OPACS boss has 
been working hard to convince congress- 
men that his alleged horns are really 
wings. 

Sporadic recesses scheduled by the 
House will effectively stymie the bill 
until Sept. 15, by which time old high 
cost of living may be heard from. Final 
passage in any event cannot be expected 
until October at the soonest. 


Repair Drive Endangered 


FHA is in a dither because it fears, 
with some warrant, that the Federal 
Reserve Board’s restrictions on instal- 
ment credit (page 80) will knock down 
its “repair for defense” program, sched- 
uled for a big send-off next month. 
Financing of new residential housing is 
excluded from the scope of Federal 
Reserve control, but FHA’s moderniza- 
tion drive is in a precarious position. 

Exclusion of new housing is a tribute 
to the influence of the building indus- 
tries, but as the U.S. progresses further 
along the road of selective credit con- 
trol, residential construction may be 
curtailed. 


Pushing Tax Bill Along 


The Senate Finance Committee is 
torn between the desire to finish up the 
tax bill quickly and the need for more 
taxes than are provided for in the House 
bill. To head off the extensive changes 
that would be required to increase the 
yield in line with growing expenditures, 
committee moderates, led by Chairman 
George, are eam a complete over- 
hauling of the tax structure next year. 
Virtually all controversial issues would 
thus be sidetracked for the time being, 
including the Treasury’s excess-profits 
plan, mandatory joint returns, and Hen- 


derson-Eccles ideas for restrictive taxes 
on consumer durable goods (BW —Aug 
9°41,p7). 5 

Moderates have in mind, for the pres 
ent, lowering the income-tax exemp 
tions, as suggested by the President, and 
increasing excise taxes passed by the 
House to bring the yield of the bill up 
to a figure between $3,500,000,000 and 
$4,000,000,000. 
@ New Taxes by Oct. 1—By so limiting 
the scope of the bill, the Finance Com 
mittee should be able to give the bill 
to the Senate some time after Labor 
Day, insure final passage before the end 
of September, making excise increases 
effective Oct. 1. 


TVA - Alcoa Deal 


At two extremes of the economic 
orbit, Aluminum Company of America 
and the Tennessee Valley Authority 
reached agreement this week for integra 
tion of their power systems for a term 
of 20 years. 

This remarkable example of coopera 
tion between embattled private and pub 
lic interests also paves the way for con 
struction by the government of th« 
huge Fontana power project on the Lit 
tle ‘Tennessee River. Held up for years 
by hard-fought differences between 
Alcoa and TVA, construction of l'on 
tana will be started as soon as an appro 
priation can be rushed through Con 
gress. 

The contract provides that Alcoa 
deed to TVA title to the Fontana Dam 
site in return for waiver by the govern 
ment of all claims for benefits to 
Alcoa’s down-stream hydro projects 1 
sulting from Fontana storage. TVA 
will direct the flow of water through 
Alcoa’s five hydro projects—three now 
operating and two building—supplying 
the company dams to capacity from 
Fontana storage when T'VA’s main river 
flow is low and keeping them at mini 
mum operation in periods when Fon 
tana is filling. Alcoa is to get 11,000 
kw. of firm power free from TVA 
during the life of the contract. 


Preparing for Rationing 


Fuel-rationing plans of several vari- 
eties are being studied closely by Coordi 
nator Ickes and his staff for launching 
at the politically and psychologically 
appropriate time. Pleas for voluntary 
savings and all-night closing of filling 
stations haven’t cut consumption. They 
may help some later as the campaign is 
intensified and as holiday motoring 
wanes, but officials doubt that curtail 


7 


ment will even come close to offsetting 
the continued transfer of tankers to 
Britain and Russia. 

And, as the heating season ap- 
proaches, more tankers will certainly be 
needed for fuel oil. Rationing motorists 
will be a simple job compared to cut- 
ting off heating fuel supplies. Steps so 
far are largely a build-up for compulsory 
measures, but officials fear an awful 
squawk if the U.S. goes to rationing 
before Canada. 

@ Tip—Watch what Canada does on 
gasoline and fuel oil. It’s a safe bet we 
will follow. suit. 


Stoker Changeover Limited 


‘Talk of changing over from oil to 
coal heating on the Atlantic seaboard, 
in order to conserve oil, is pretty much 
just talk so far. Ickes played with the 
idea but a canvass (made by oil sup- 
pliers) of the possibilities for conversion 
isn’t encouraging. Washington also 
says that, apart from the expense to 
property owners, the shortage of steel 
would bar any extensive replacement 
business. Coal heating is being speci- 
fied, however, for new defense Remies 
being built in New England. Large 
central heating units will employ me- 
chanical stokers; individual units will 
be conventionally hand-fired. 


Private Pipelines 


Kleven major oil companies which 
joined forces on the proposed 1,820-mi., 
$70,000,000 pipeline system elected to 
finance the project privately in order to 
avoid the specter of government Owner- 
ship. This is O.K. with Oil Coordinator 
Ickes. So is the proposed route. National 
Defense Pipelines, Inc., and Emergency 
Pipelines, Inc., the two corporations to 
be created by the oil companies, are to 
build a 490-mi., 22-in. pipeline begin- 
ning west of Shreveport, La., and extend- 
ing northeast to near Salem, Ill.; a 65- 
mi., 16-in. connecting line from Salem 
to Wood River, IIL, to tap existing facil- 
ities carrying oil from Oklahoma, Kan- 
sas, Texas, Mid-Continent, and Illinois 
areas; and a 24-in. line from the junc- 
tion of the first two lines to the New 
York and Philadelphia areas. 

Distance from the junction of the 

first two lines to New York harbor is 
about 1,200 miles. An additional 65-mi., 
22-in. connecting line will be built from 
the East Texas field to a point near 
Shreveport. 
@ Prelude—Before actual construction 
can get under way, the President must 
proclaim the lines essential to national 
defense and invoke the Cole Pipeline 
Act to give the companies eminent 
domain rights. OPM-—rather reluctantly 
—i$ preps ired to grant the necessary pti- 
orities on the estimated 450,000 tons 
of plate that will be required for the 
project. 


Lifting Work Limit 


Object of the President’s order sus- 
pending the eight-hour day for work- 
men on Army projects is to give the 
War Department a free hand in push- 
ing rush work to completion and also 
to overcome labor shortages. Workers 
will be paid time-and-a-half for over- 
time. The law prohibiting more than 
eight hours’ work a day on Army, Navy, 
and Coast Guard contracts was for- 
mally suspended by Congress in June, 
1940, for the duration of the national 
emergency. 


Waste Paper Campaign 


OPACS and private industry have 
teamed up to keep down the price on 
paperboard in what will be a unique co- 
operative venture. Here’s the back- 
ground: 

The paperboard industry informed 
OPACS recently that it was necessary 
to raise prices. Leon Henderson, the 
price boss, objected. He explained that 
paperboard is used to wrap the bulk of 
defense and nondefense products and 
that a price rise on it would be an excuse 
for a small price boost all a the 
line. The industry pointed out that it 
was buying only about 30% of the 
waste paper available, was prepared to 
raise its price to attract a greater volume, 
but that this would mean a higher price 
on its finished product. OPACS then 
agreed to conduct a nationwide cam- 
paign for waste paper for the industry, 
if the industry would foot the bill. The 
industry approved, is now raising around 


$400,000 to publicize the campaign. 


Big Name Wanted 


OPM is looking for a “big name’’ to 
head conservation (page 17), like Her- 
bert Hoover in World War days. ‘To 
put more steam behind conservation 
and substitution of materials, simplifica- 
tion of products and telescoping of mer- 
chandise lines, a new division in OPM 
is projected that will absorb the present 
conservation unit headed by Robert E. 
McConnell. 


“Out-Thinking Hitler” 


Little attention has been given the 
new defense agency christened Office of 
the Coordinator of Information but, by 
the way it’s shaping up, it will have a 
far-reaching world effect. As director, 
William J. (“Wild Bill’) Donovan's 
great responsibility will be, as one of his 
staff put it, to “out-think Hitler.” Don- 
ovan is building up a world-wide organ- 
ization to supply this government with 
information and to counter espionage 
and sabotage of Nazi agents. 

Robert Sherwood, the playwright, a 
Donovan assistant, is analyzing all Ger- 
man broadcasts and is supervising the 


writing of speeches, plays, and 
shortwave radio programs design: 
counteract Nazi propaganda and t: 
hope to Nazi-conquered peoples. \ 
ing closely with Sherwood is Arc! 
MacLeish, Librarian of Congress. 


Fighters to Russia 


Fighter planes already have bee: 
livered to Russia. Medium bon 
will go next. The fighters went by |oat 
—that’s reasonably certain—but the 
bombers probably will fly via Alaska. 
War and Navy Departments have taken 
a new and intense interest in our 
northernmost territory since the Nazi- 
Red scrap started. 

Robert Hinckley, Assistant Secretary 
of Commerce in charge of civil acro- 
nautics, has just returned from Alaska, 
where he surveyed the airport situation 
with high Army officers. The President 
immediately asked Congress for several 
million dollars for airway improvements 
there. On that flank, Service officers 
say they now have the Nazis, the Nip- 
ponese, and the Russians, none of whom 
they are inclined to trust. 


Britain's Second Capital 


Washington, D. C., is rapidly becom. 
ing the second capital of Great Britain. 
The British have in Washington today 
25 commissions and missions, all repre- 
sentatives of His Majesty’s Government. 
The British agencies are scattered in a 
dozen buildings. In a few weeks the 
British will take over a Connecticut Ave 
nue hotel where its Supply Council will 
be housed. It is estimated that the Brit- 
ish have more than 4,000 employees in 
the city and the number is growing daily. 


Economist vs. Economist 


Winfield Riefler, the Princeton econ- 
omist who is “surveying” the new eco- 
nomic warfare job for Vice-President 
Wallace, is being sniped at already by 
Lauchlin Currie, one of the economic 
advisers closest to the President. It 
seems that Currie is a disciple of John 
Maynard Keynes, the British economist, 
while Riefler disagrees with some of 
Keynes’ monetary ideas. Riefler is ex- 
pected to return to Princeton at the be- 
ginning of the fall term, where he’ ll 
ponder post-war problems. 


Still No Attorney General 


New Dealers report that Federal Se- 
curity Administrator McNutt has refuse d 
an invitation from the President to 
become Attorney General. Looking 
toward 1944, McNutt apparently be- 
lieves the job would make him more 
enemies than friends. Meantime, the 
country has been without an Attorney 
General for the longest period in his- 
tory. Solicitor General Biddle is acting. 
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FIGURES OF THE WEEK 


THE INDEX (see chart below). 


PRODUCTION 
Steel Ingot Operations (% of capacity). . 
Automobile Production 
Engineering Const. Awards (Eng. News- Rec. 4-week daily av. in thousands). . 
Electric Power Output (million kilowatt-hours) . 
Crude Oil - average, 1,000 bbls.)... .. ‘Te 
Bituminous Coal (daily average, 1,000 tons). 


TRADE 
Miscellaneous and L.C.L. Carloadings (daily average, 1,000 cars) 
All Other Carloadings (daily average, 1,000 cars) . 
Check Payments (outside N. Y. City, millions) . 
Money in Circulation (Wednesday series, millions) 
Department Store Sales (change from same week of preceding year) 
Business Failures (Dun & Bradstreet, number). 


PRICES (Average for the week) 
Spot Commodity Index (Moody's, Dec. 31, 1931 = 100) 


Industrial Raw Materials (U. S. Bureau of Labor Statistics, Aug., 1939 = 100). . 
Domestic Farm Products (U.S. Bureau of Labor Statistics, Aug., 1939 = 100). . 


Iron and Steel Composite (Steel, ton) . 

Scrap Steel Composite (lron Age, ton) 

Copper (electrolytic, Connecticut Valley, Ib.). . . 
Wheat (No. 2, hard winter, Kansas City, bu.).. . 
Sugar (raw, delivered New York, Ib.) 


Cotton (middling, ten designated markets, Ib.)......... EES ES 


Wool Tops (New York, Ib.). . 


Rubber (ribbed smoked sheets, New York, Ib.)....................0000.... 


FINANCE 
90 Stocks, Price Index (Standard & Poor's Corp.) 
Medium-Grade Corporate Bond Yield (30 Baa issues, Moody's) 
U.S. Bond Yield (average of all issues due or callable after ie years) 
U. S. Treasury 3-to-5-year tax-exempt Note Yield. 
Call Loans Renewal Rate, N. Y. Stock Exchange (daily average). . 
Prime Commercial Paper, 4-to-6-months, N. Y. City (prevailing rate) 


BANKING (Millions of dollars) 
Demand Deposits Adjusted, reporting member banks. . 
Total Loans and Investments, reporting member banks 
Commercial and Agricultural Loans, reporting member banks 
Securities Loans, reporting member banks 


U.S. Gov’t and Gov’t Guaranteed Obligations Held, reporting member banks. 


Other Securities Held, reporting member banks 
Excess Reserves, all member banks (Wednesday series) 
Total Federal Reserve Credit Outstanding (Wednesday series) 


* Preliminary, week ended August 9th. t Revised. § Date for “Latest Week” on each series on request. 
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160.4 


98.3 
62,146 
$34,138 
3,226 
3,695 
1,793 


87 

62 
$5,385 
$9,697 
+27% 
190 


212.0 
146.1 
152.3 
$38.15 
$19.17 
12.017¢ 
$1.01 
3.66¢ 
16.27¢ 
$1.260 
22.98¢ 


82.2 
4.26% 
1.910% 
0.33% 
1.00% 

4% 


24,544 
28,771 
6,047 
917 
14,588 
3,611 
5,160 
2,245 


Month 
A 


go 
158.6 


97.2 
114,318 
$31,444 

3,141 
3,871 
1,694 


89 

6l 
$4,539 
$9,695 
+28% 
184 


206.8 


4% 


23,920 
28,481 
5,933 
951 
14,471 
3,557 
5,120 
2,249 


127,675 
$19,352 
2,973 
3,618 
1,683 


76 

43 

$5,190 
$8,627 
+9% 

284 


173.0 
121.9 
127.9 
$38.20 
$20.00 
12.015¢ 
$0.79 
2.94¢ 
10.13¢ 
$1.285 
19.95¢ 


80.5 
4.39% 
2.09% 
0.54% 
1.00% 

4-8% 


22,798 
26,184 
5,124 
901 
13,124 
3,723 
6,306 
2,217 


2 Not available. 


$10,989 
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19.62¢ 


80.8 
4.76% 
2.25% 
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1.00% 

4-i% 


20,712 
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856 
12,005 
3,604 
6,325 
2,471 
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Overseas Telephone Service helps unite the Americas Bb 
ty MTIONS 
“The Telephone Hour” is broadcast every Monday. (N.B.C. Red Network, 8 P.M., Eastern Daylight Saving Time.) priorit 
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THE OUTLOOK 


oT 


Steel Priorities—A Portent 


What lies immediately ahead for business is fore- 
shadowed by such factors as scrap shortage, curtailment of 
civilian production, and introduction of credit controls. 


The defense effort is suffering from 
sowing pains. The steel scrap shortage 
is becoming increasingly acute; steel pri- 
orities have been announced, effective 
Sept. 1; silk, rayon, and other textile 
supplies are being rationed; more prices 
have been fixed—notably sugar and cop- 
yer; instalment credit controls are being 
instituted, and general business expan- 
sion—as previously indicated (BW—Jul. 
|2'41,p13)—must wait on completion of 
new defense plants and conversion of 
other plants for all-out arms output. 


As Steel Scrap Goes... 


The Business Week Index suggests 
what is happening. ‘This week it 
dropped 2.3 points. Steel operations 
were off; carloadings also declined, and 
the changeover in automobile produc- 
tion resulted in a sharper-than-seasonal 
curtailment. Even construction, which 
recently has been having such a boom, 
Jumped. But it was probably only a 
temporary drop in weekly contract 
awards. Over the near term, the big in- 
dustrial problem is steel. What does the 
scrap shortage mean to production? 

Present indications are that some fur- 
ther decline in operations is inevitable. 
All told, the country needs about 115,- 
000,000 tons of pig iron and scrap to 
keep the steel mills operating at 100% 
of capacity, and simultaneously to sup- 
ply steel foundries. But our annual 
output of scrap and pig iron falls about 
10,000,000 tons short of that need. 

In terms of ingots, that translates 
into a loss of 7,000,000 to 8,000,000 
tons, or about 8 percentage points in 
the steel rate. On that basis, the in- 
dustry would be able to sustain an an- 
nual rate of 92% of capacity, but addi- 
tonal scrap or pig iron supplies would 
de necessary to keep production around 
current levels of 97.5%. (True, addi- 
tional pig-iron capacity is under con- 
‘truction, but the new plants will not 
be ready for about a year.) 


Cutting into the Consumer 


For the steel industry, itself, a 90% 
fate comes under the head of high 
operations (see Outlook chart); how- 
‘ver, in terms of general industrial ac- 
ivity, even a five-point drop in steel 
output from current levels would be 
erious. OPM’s announcement of steel 
priorities suggests as much. Clearly, 
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civilian industries which consume steel 
are going to be strictly rationed—and 
that means, of course, manufacturers 
of automobiles, refrigerators, washing 
machines, etc. 

The introduction of controls on in- 
stalment credit goes hand in hand with 
this program. By limiting instalment 
credit, some prospective buyers are 
forced out of the market for consumer 
durable goods; and by restricting pro- 
duction of consumer durable goods, the 
demand for instalment credit automat- 
ically falls off (page 80). Here is a case 
in which three government agencies— 
OPACS, OPM, and Federal Reserve— 
have dovetailed policies so perfectly one 
interacts beneficently on the other. 

Quite clearly, the national economy 
is still very much in the control, or 
restrictive, stage (BW—Aug.9'41,p13). 


Operations of all kinds must be limited 
by defense needs. In the textile indus 
try, for instance, mills have been called 
upon to more than double output of 
cotton osnaburg—coarse cloth used pri 
marily for bagging. (An important de- 
fense use is in sandbags, of which the 
army needs 100,000,000.) This assures 
a high level of operations in textiles, 
and more factories will have to go on 
three shifts. But some curtailment of 
general textile lines will be necessary to 
accommodate this expansion, and this 
will hit the civilian consumer. 


Watch Business Indexes 


Incidentally, business indexes may 
play a statistical trick over the next few 
months—and the careful business man 
will want to be on guard. Customarily, 
industrial activity expands during the 
autumn; and this rising trend is taken 
into account in all seasonally-adjusted 
indexes; if the rise does not occur then 
the seasonally-adjusted index goes down 

But it so happens that some indus 
tries—machinery, building materials, etc. 
—cannot very well expand. They are 
already operating at full capacity and 
therefore are unable to meet the statis 
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The country’s steel mills continue to 
run at nearly full blast. As the chart 
shows, operations have been above 
90% of capacity for almost a year, and 
ever since November (except for two 
weeks), they have held above 95%. 
But once the steel industry gets above 
that level, it becomes increasingly dif- 
ficult to maintain stable production. 
In March, the strike at the Brier Hill 


Works of Youngstown Sheet & Tube 
pulled down the operating rate; in 
late April and May a shortage of coal 
caused widespread curtailment. And 
now a scarcity of scrap has forced 
some mills to taper off. However, sup- 
plies seem sufficient to assure produc- 
tion at 90% or above, and 90%, as any 
steel man will tell you, is a good rate 
at any time—war or peace. 
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tical requirements of the autumn season. 

Others, like steel, automobiles, ho- 
sicry mills, cannot increase operations 
because of supply restrictions. Of course, 
if such industries curtail and men are 
laid off, then it is only proper for the 
business index to record that fact with 
For such a drop would rep- 
resent a real—a tangible—reduction im 
output. But, in the case of mdustries 
which are operating full-tilt and main- 
taming full employment, the effect of 
the seasonal adjustment is to produce a 
drop when no physical drop takes place. 

Thus, we will have one real and one 
Statistical factor working against busi- 
ness indexes over the next few months; 
first, the conversion from nondefense to 
defense output, which will cut produc- 
tion ot COnSUINCT goods and cause dis- 
cmployment; second, the rising scasonal 
trend. ‘The net result is that indexes 
may give an overbearish business signal. 
‘The statistical bark will be worse than 
the economic bite, so to speak. 


a decline 


Stretching Silk 


OPM-OPACS section asks 
voluntary rationing of rayon, 
pending priorities. Mills are 


urged to mix their yarns. 


I'he complicated silk tangle slowly 
began to unravel this week. OPM and 
OPACS, straightening out an overlap- 
ping committee setup, announced the 
establishment of a joint commodity sec 
tion on silk, headed by Lessing J. Rosen 
wald, former Sears, Roebuck chairman. 

he OPACS order requiring rayon 
yarn producers to turn 10% of current 
production and stocks on hand into a 
government pool for the relief of hosiery 
manufacturers and other silk users (BW 

Aug.9'41,p24) cannot be enforced un 
til priorities are forthcoming from OPM. 
In the meantime, Rosenwald is asking 
rayon producers to sell im the open 
market on the basis provided by the 
allocation order, i.c., 7% of total output 
to hosiery manufacturers, 3% to other 
silk users and former customers on 
whom the order works undue hardship. 
Du Pont at once heeded Rosenwald’s 
plea by releasing 250,000 Ib. of rayon 
for distribution to hosiery makers. 
e@ Half and Half—Rosenwald has asked 
that hosiery mills with stocks of thrown 
silk on hand stretch their supply further 
by combining it with other yarns (rayon 
and cotton) on a 50-50 basis. Similarly, 
manufacturers are asked to combine 
50% of their current nylon supply with 
other yarns, use the other 50% in all- 
nylon stockings. (Du Pont has relaxed 
its stipulation that women’s hosiery 
manufacturers cannot mix nylon with 
other yarns.) Most manufacturers are 
getting ready to turn out the part-nylon 
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The recent government order freezing 
all silk stocks has the silk industry 
puzzled over what to do next. Meet- 
ing in Washington last week to dis- 
cuss remedies for the industry's new 
problems were (left to right) Joseph 
Weiner of OPACS; Lessing Rosen- 


wald, head of the OPM-OPACS 
commodity 
Rieve, president of the Unitcd | 
tile Workers Union; Sidney Hill 
Associate Director General of OP\| 
and Donald Nelson, Director of | 
chases of OPM. 


section on silk: | 


stockings but they figure their silk stocks 
are so low that it’s not worth the trouble 
to change over machines for the part- 
silk product. Part-nylon stockings prob- 
ably will retail between $1 and $1.25 a 
pair. Wholesale prices on silk stockings 
already have risen by $1.50 or more per 
dozen pairs. 

Hosiery manufacturers, who have re- 


BRING IN \OUR 
D AND DISCARDED 


SILK HOSIERY 
FOR NATIONAL DEFENS 


At the entrance to the S. H. George & 
Sons store, Knoxville, Tenn., a young 
lady now accepts contributions of dis- 
carded silk stockings “for Uncle Sam.” 
The store sends them to U.S. Testing 
Bureau, to be given to government de- 
partments for making powder bags 
and other silk defense materials. 


sumed shipments, expect to be clea 
out of silk by Labor Day. During Augu 
retailers will receive, on an allotmen 
basis, shipments equivalent to bety 
10% and 15% of their purchases 
ing the first six months of this yea 

Federal Loan Administrator — |e 
Jones announced Monday that the | 
fense Supplies Corp. shortly would g 
about the business of buying up fro: 
stocks of raw silk for use by the Ai 
and Navy in parachutes and_ pow 
bags. Simultaneously, OPM amen 
its freezing order to permit sales of 
silk to defense suppliers. Raw-silk st 
originally were estimated at arom 
80,000 bales. Indications now are that 
they may come to as much as 100), 
bales. ‘The governors of the New \ 
commodity exchange moved this wee 
to liquidate open silk contracts. 

@ 20,000 Out of Work—The Jextic 
Workers Union estimated that, at t 
beginning of this week, between 2(), 
and 25,000 of the 175,000 silk work 
already had lost their jobs as a result 0! 
shutdowns. Widespread temporary 
employment is expected in the prod 
tion changeover period. Sidney Ihilh 
of OPM urged the industry to adopt 
40-hour week. 

Fashion editors and stylists already 
hard at work, selling women on cott 
and rayon hose. Gotham Silk I losi 
Co. has brought out a line of b ght 
colored (red, blue, green) lisle stock 
which it is promoting as high-stvle t 
fall. Gotham also has announced that 
by experimenting with the Departmen 
of Agriculture’s cotton hose, it h 
fected a super-sheer lisle stocking, 4 
alent to about a 4-thread silk. 
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Big Squeeze Is On 


Curtailment of supplies at 
source and move to restrict buy- 
ing puts nation’s heavy con- 
sumer industries in pincers. 


his is the week of the big squeeze 
on the booming business in heavy con- 
sumer goods. Both makers and buyers to 
whom the defense program has been a 
bonanza have had their fling. Bulging 
pay envelopes and order books very soon 
will no longer get enough stuff to go 
around—at any price. Supplies will be 
rapidly cut at the source by mandatory 
priority control of all forms of steel 
which, effective Sept. 1, puts defense re- 
quirements “uncompromisingly ahead 
of nondefense needs.” 

At the consumers’ end, purchases will 

be depressed by stiff regulation on in- 
stalment loans and credits for durable 
goods (page 80), the symbols of pros- 
perity into which the American people 
convert increased income—automobiles, 
refrigerators, washing machines, vacuum 
cleaners, radios, and similar goods. 
e Resignation and Relief—With orders 
from nondefense industries constituting 
50% to 65% of the total in hand, the 
steel industry saw full priority control 
coming and accepted it with mixed feel- 
ings of resignation and relief. OPM’s 
order safeguards the defense program 
against delays in obtaining steel when 
needed. 

The industry is thereby relieved from 
having to decide which are and which 
are not defense orders, and the responsi- 
bility of telling valued customers to go 
fly a kite is lifted from its shoulders. For 
the past year or so, the industry has 
been operating on a voluntary quota sys- 
tem—trying to strike an equitable bal- 
ance between defense and nondefense 
products without offending either gov- 
ermment or civil customers. Structural 
shapes have already been rationed, alloy 
steels have been put on a priority basis, 
pig iron joined the ranks ten days ago. 
@ Special Form—Under the steel prior- 
ity, customers will be required to file 
with each order a special form, PD-73, 
to be obtained from producers, setting 
forth the purposes for which the ordered 
materials will be used. Defense orders 
include contracts or orders for the Army 
or Navy, for certain other government 
agencies, for Great Britain or any other 
lease-lend country, or any order to which 
a preference rating of A-10 or higher is 
assigned. All defense orders which do 
not bear a higher rating get the A-10 
tating. A-10 also includes essential civil- 
lanl uses as determined by OPACS and 
executed by OPM (page 24). 

\fter defense requirements, direct and 
indirect, have been met, allocations or 
other directions covering the remaining 
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supply of steel will be made according 
to OPACS’s determinations under its 
civilian allocation program. 
@ Sheet Steel First—It is obvious that 
sheet steel for civilian consumption will 
be pinched first. This includes the lux- 
ury items—automobiles, refrigerators and 
other enameled products. Curtailment 
is already under way. The automotive 
industry already has its sheet steel for 
September, or will get it soon, so that 
the public probably won't feel the im- 
pact on autos until a month or two 
after the ‘“‘new” models hit the street. 
(‘he manufacturers have been build- 
ing up parts banks on some items for 
several months ahead, but inventories 
are not well-balanced. The lack of es- 
sential parts, whether of steel or some 
other material, rather than any arbitrary 
OPM order based on an OPACS recom- 
mendation, actually may dictate a 50% 
cut (BW—Aug.9’41,p18) in the num- 
ber of cars that can be built this year. 
e Tough Going—Because steel probably 
enters into a wider variety of goods than 
any other material, the mandatory right- 
of-way given to defense requirements 
dramatizes the increasing impact of pri- 
orities on civilian business, particularly 
the metal-working industries whose op- 
erations are rapidly being curtailed by 
shortening supplies of aluminum, cop- 
per, brass, nickel, tin, zinc, lead. Small 
business, which normally operates on 


pretty much of a hand-to-mouth basis, is 
getting it in the neck 

Drastic curtailment, which in many 
instances is only a prelude to complete 
shutdowns, is having nasty political and 
labor repercussions. Badgered by con 
stituents, congressmen are besieging 
OPM and OPACS in droves—and they 
are getting real action on the small busi 
ness man’s problem at last (page 7 
e@ “On the Ropes”—OPM is taking care 
of many concerns which require only 
trifling amounts of rationed materials to 
keep going. This is only a temporary 
palliative in most cases. The hitch is in 
converting industry and diverting labor 
to defense work. Joseph Martin, House 
Republican leader, this week appointed 
a committee headed by Rep. Halleck of 
Indiana to take up the cudgels in behalf 
of small businesses now and after the 
war. Deprived of a fair share of govern 
ment contracts, almost strangled by pri 
orities and stifled by regulations and 
taxes, many are hanging on the ropes, 
Martin declared. 

Although past periods of business ex 
pansion show a temporary net increase 
in the number of plants, Defense Con 
tract Service officials insist that the con 
centration of the defense industrial pro 
gram is heading towards a huge, sinister 
cartelization of industry that will leave 
small enterprises crushed and broken in 
a post-war world. 
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SCRAP FOR ARMCO 


Impressed with the crisis the steel in- 
dustry is facing, Kentucky's Governor 
Keen Johnson (left) last week gave 
impetus to the American Rolling Mill 
Co. drive to replenish its scrap piles by 
pitching in with some scrap iron him- 
self. Since Armco has been using more 


= 


scrap than it received for some time 
now, stockpiles are nearly depleted. 
Last week it launched a public colle« 

tion drive to prevent further curtail 
ment of steel making. So far the drive 
is confined to the areas around the 
Armco Middletown, O., and Ashland, 
Ky., plants, but is proving so success 
ful it’s likely to spread further. 
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THE CASE FOR PRICE CONTROL 


“It is only by preventing inflation 
during the emergency period that we 
can hope to prevent the problems of 
post-emergency adjustment from over- 
whelming us.” 

In this ominous sentence, Price 
Administrator Leon Henderson, testi- 
fying last week before the House 
Banking and Currency Committee in 
Washington, condensed the urgent 
plea of the Administration for its bill 
to control prices and rents (BW— 
Aug.9’41,p15). Listeners forgot the 
heat as Henderson explained his copi- 
ous charts, drew comparisons between 
this war and the last (see chart, night), 
contrasted our experience thus far in 
the present war with that of foreign 
countries (see charts, below). 

His warnings were backed by fig- 
ures showing spectacular advances in 
wholesale prices between the pre-war 
August of 1939 and the mid-war June 
of 1941. Some cited increases were: 
sugar, up 13.7%; butter, 50%; coffee, 
52%; lard, 68%; overalls, 24.6%; 
rugs, 23%; sheets, 25%. Experience 
thus far does not look good even 
when compared with the first 22 
months of the last war. Thus farm 
products during the comparable pe- 
riod rose 10% in the World War, 
24% in the current conflict; textiles 
rose 21% then, 25% now. In con- 
trast, metals and metal products rose 
52% in the first 22 months of the last 
war, but only 6% this time; chem- 
icals and drugs rose 23% then, only 
14% now; building materials 28% 
then, against 13%. For this record 
on basic industrial raw materials, 
Henderson claimed credit, pointing 
out that his Office of Price Adminis- 
tration and Civilian Supply had ex- 


COST OF LIVING—-THEN AND NOW 


an. 1914 1915 1916 1917 


1918 


220 


FIRST W 
aveust 


ORLOD WAR 
<a 


. 
7 
7 
7 


7 
7 
7 


i. 


= 
on 


—~ PRESENT WAR 
am OP8: 100 


100 


T 


M8939 1941 1942 


erted its first and strongest pressure 
on these commodities in order to pre- 
vent a repetition of the British expe- 
rience (see chart, lower right). 

Wholesale price increases have not 
yet filtered through to the store coun- 
ter, for retail price increases are much 
less percentagewise. 

Wages are exempted from control 
in the Administration bill, but Hen- 
derson glossed over this significant 
shortcoming by simply pointing out 
that “the impact of inflation upon 
the economic position of workers is, 
of course, uneven.” To show how un- 
even it was in the last war, he exhib- 
ited a chart of real wages (what the 
worker's dollar would buy) for vari- 


ous types of labor. Between 1915 
and 1918, real wages declined in > 
categories, increased in 18. Biggest 
increases were for workers in coal 
mining, iron and steel works, rolling 
mills. Telegraph employees suffered 
the heaviest slump in real wages 
(35%) but government employees, 
teachers, and preachers were hit hard. 

Further demonstrating the impact 
of a cheapened dollar on buying 
power, Henderson cited a study show 
ing that in 1915, families of railroad 
workers were able to save an average 
of $76 for the year. By 1917, despite 
substantially higher money income, 
the average family lacked $48 of earn- 
ing expenses. 


WHAT HAS HAPPENED ABROAD SINCE WAR BEGAN 
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Saving Materials 


Conservation Section is 
making steady progress in its 
triple program of substitution, 
reclamation, and simplification. 


!he job of adjusting industry to sub- 
stitutes for priority-ridden strategic ma- 
terials is in full swing. The special Con- 
servation Section of the Office of Pro- 
duction Management, created this spring 
to help industry save raw materials and 
locate substitutes for those swallowed up 
by the defense program (BW—May10 
'41,p48), already has a sound backlog of 
accomplishment. 

Under the leadership of enginecring- 

minded Robert E.. McConnell, the sec- 
tion has not only conserved thousands 
of tons of material (aluminum, zinc, 
tungsten, what-have-you) by initiating 
various programs of substitution, sim- 
plification, and reclamation, but in at 
least one dramatic instance has rescued 
an entire industry from near-collapse 
brought on by materials shortages. 
e The Instance—Super-shortages in zinc, 
aluminum, and magnesium, and _ the 
more or less potential shortages in cop- 
per, lead, and tin brought leaders in the 
die- casting industry running to OPM. 
At first, they were told to go after more 
defense work which would give them 
priorities and take up some of their 
slack, but a quick survey of the 125 
companies in the industry revealed the 
group’s opinion that many Army and 
Nayy specifications were too tough for 
them. That, they indicated, was the 
reason why less than 15% of their pro- 
ductive capacity was at work on defense 
items. 

At this point, the metallurgists, engi- 
neers, and production experts of the 
Conservation Section took over. These 
included top men in their various spe- 
cialties, like Harvey A. Anderson, of 
Western Electric, whose specialty is die 
casting, James S. Earle, of American 
Smelting & Refining, expert on second- 
ary metal reclamation, E. J. Hergen- 
rocther, of International Nickel, who 
has spent a lifetime putting nickel into 
products and now is working just as 
hard to release nickel for defense. 

@ Getting the Facts—The experts ques- 
tionnaired the industry, getting prac- 
tically 100% cooperation in returns. 
Production data revealed the accuracy of 
the 15% figure. Data on equipment 
revealed that much of it was capable of 
turning out castings of Army and Navy 
grades, hence that the die-casters must 
be gun-shy about going aggressively after 
defense business. Immediately, the Con- 
servation Section put them on their toes 
by telling them to go after defense 
business “in the same manner as . . . 
any other business, by doing an 
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efficient job of salesmanship on the ad- 
vantages of die-castings in effecting sav- 
ings in materials, machines, man power, 
and delivery intervals.” 

Upshot is that 40% of die-casting 

capacity 1s now on defense work, and 
Mr. McConnell believes that it will 
reach 60% just as soon as certain speci- 
fications are ironed out with the military 
procurement authorities, and the casters 
are able to make certain equipment 
changes that will permit them to cast 
more aluminum. 
e Tests at Aberdeen—If experiments at 
Aberdeen Proving Grounds under ex- 
treme temperatures from — 50 to 170 F. 
work out, zinc-base die-castings may go 
into projectile fuses, demanding more 
than the present die-casting capacity now 
available. How important this work on 
zinc is to the industry is revealed by 
1940 die-casting production figures call 
ing for 225,000,000 Ib. of zinc alloy, 
27 ,500,000 aluminum alloy, and much 
smaller amounts of brass, bronze, mag- 
nesium, etc. 

The words substitution, reclamation, 
and simplification represent the Conser- 
vation Section’s three major activities. 
Up to now, with new shortages of vital 
materials bobbing up almost daily as a 
result of the defense speedup, the accent 
has been on substitution. Working co- 
oper: atively with industry and with no 
“crack-downs” other than firm citation 
of the facts of the raw-materials situa- 
tion, the section has obtained wide- 
spread compliance with its suggestions. 
Manufacturing jewelers, for “example, 
long accustomed to the use of 10% 
iridium as a hardener for its platinum 
creations, have substituted 5% of more 
plentiful ruthenium, thus releasing irid- 
ium to contact points for magnetos, 
voltage regulators, and other electrical 


appliances essential to airplanes an 
other defense mechanisms. 

@ All-Steel Body Tops—At least two au 
tomobile builders are seriously conside 
ing the abandonment of all-stec! bod) 
tops for the duration and a return ¢ 
former fabric and wire tops, just to 1 
lease rolling-mill capacity for big sheet 
to defense. 

Surprising as it may seem, all the sub 
stitutions have not been borne by non 
defense industry. It’s an old story how 
the Quartermasters Department wa 
persuaded to switch from tight tin t 
plentiful glass for packaging many of 
its jams and preserves. Less known 
the forthcomimg adoption by the Ai 
Corps of zinc-base dic-castings to 1 
place aluminum ones used as protectiv 
caps for spark plugs. 

@ New-T'ype Spark Plugs—Under con 
sideration, too, by the Anny Air Corp 
is the adoption of new porcelain-ins\ 
lated spark plugs which will relicv« 
scarcity in imported Indian mica insi 
lation, used heretofore. American mi 
could be used in a pinch, but it take 
a day for an expert to split two pound 
of it, and a skilled East Indian gets just 
30¢ a day for the work. 

Apart from its support of the recent 
public collection of old aluminum, which 
will probably bring in more than the 
20,000,000 Ib. hoped for, the Conserva 
tion Section has been doing most of it 
reclamation work in cooperation with 
industry and the National Association of 
Waste Materials Dealers. It is not gen 
erally appreciated that the waste-mnat 
rial business is a billion-dollar industry 
due for a big upsurge as soon as the 
public awakens to the importance of 
collecting strategic materials from refus« 
and methods are worked out for recove: 
ing thousands of tons of metals from 


INFLATION COMING UP 


Leon Henderson, on the grill before 
House Banking and Currency Com- 


mittee last week, plugged for passage 
of the price-control bill (page 16), argu 
ing that price rises increased U.S. costs 
in the last war by $15,000,000,000 
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automobile junk yards, industrial scrap 
piles, and home basements and attics. 
In 1940, a more or less normal year, 
34% of all copper used by industry, 
25% of steel, 22% of aluminum, 16% 
of rubber, 29% of tin were reclaimed 
materials, and the percentages are bound 
to grow. 
@ Publicity Problem—Right now pub- 
licity on reclamation is a headache. The 
Section wishes somebody would uncover 
a new publicity method that would 
bring useful materials into the regular 
trade channels and not impel patriotic 
ladies to mail in hard wads and balls of 
aluminum, tin, and lead foils in the be- 
licf that all foil is tin for defense. 
I:ven if the foils could be segregated 
economically from the balls, which they 
can’t be, further preparation and classi- 
fication are necessary before remelting 
and refining, and that can be done only 
by experienced waste-materials men. 
There are, for example, over” 12 classifi- 
cations of aluminum waste; 75 kinds of 
scrap iron and steel are listed in the 
Department of Commerce classification. 
e Simplifying Is Confusing—In its ef- 
forts toward simplification, the Conser- 
vation Section is running into some con- 
fusion in the minds of the industrialists. 
According to Mr. McConnell, “We 
shouldn’t confuse simplification with 
standardization. Nobody has the idea 
of making a standard plow and asking 
all the manufacturers to make it. We 
are just asking them to reduce the num- 
ber of types.” He likes to cite a typical 
instance which was initiated by the 
machine-tool section of OPM. 
Manufacturers of wood screws were 
asked to reduce their 885 types and 


ONE THIRD LESS 


Voluntary gasoline curtailment has 
not been working very successfully, 
though Harold Ickes, the U.S. Pe- 
troleum Coordinator himself, gave the 


sizes. On analysis, they found that 507 
of them, accounting for only 3.8% of 
their total sales, could be dropped with- 
out hurting their customers, at the same 
time releasing materials. Concentrating 
on the remaining 378 styles and sizes, 
they have already increased production 
25% “without any new equipment or 
new facilities or new labor, and nobody 
is going to miss those 507 sizes.” De- 
velopments in the last week indicate 
that detail work in the field of simplifi- 
cation is going to be almost completely 
handled by the U. S. Bureau of Stand- 
ards and that simplification of consumer- 
goods lines in particular will be brought 
under the general direction of Donald 
Nelson, director of OPM(’s Purchases 
Division (BW —Aug.9'41,p7). 
e Elastic and Direct—he machinery of 
the Conservation Section of OPM (ad- 
dress: New Social Security Building, 4th 
and D Streets, $.W., Washington) for 
dealing with all the complicated prob- 
lems of substitution, reclamation, and 
simplification is notably elastic and ex- 
ceedingly direct. When the die-casters 
were hit by material shortages, leaders 
of their industry went to the Section; 
when iridium became too short for de- 
fense comfort, the Section went direct 
to all known manufacturing jewelers. 
When individual manufacturers have ex- 
hausted their ingenuity in finding sub- 
stitutes, they have come direct to Mr. 
McConnell for help, and he has assigned 
them to experts familiar with their 
problems. What makes the job more ex- 
acting than ever is that substitutes must 
be found for substitutes which were pre- 
viously recommended but which are now 
just as short as the original material. 


drive a plug last week by putting one 
of the new stickers on his car. Com- 
pulsory rationing of gas seemed cer- 
tain this week, despite agreement on 
a new pipeline to the East to ease the 
pinch (page 7)—but not this winter. 


Ease Changeover 
OPM and Buffalo 


rirms 


evolve pattern for absorption 
of workers displaced by shifts 
to defense production. 


While the United Auto W ork« 
conventioning in Buffalo last week 
and representatives of defense ind 
were grappling with an automoti 
employment problem in the sam 
(he problem involved one of th 
important demonstrations of what 
pens when a big industry chang: 
from civilian to defense productio 
the steps taken toward solution a: 
signed to set a pattern for similar 
lems yet to come. 

When Chevrolet plants in Buffal 

and ‘Tonawanda began an eight-month 
retooling program to switch to the ia 
ufacture of aircraft engines, 3,000 em 
ployees were laid off. The Office of 
Production Management stepped in, 
knowing full well that this would not be 
the only situation of its kind. 
e Big Firms Cooperate—Four major de- 
fense companies—Curtiss-Wright Air- 
plane Division, Worthington Pump & 
Machinery Co., Buffalo Arms Corp., 
and Bell Aircraft Corp.—were called into 
conference and asked to cooperate. On 
the OPM side of the table were Arthur 
S. Fleming, chief of the OPM Labor 
Supply Branch, and other representa- 
tives of Sidney Hillman, OPM!’s associ- 
ate director general. 

Under the plan evolved (utilizing pro- 

cedures already effective in Buffalo), 
Chevrolet plant personnel departments 
and the interested U.A.W. local gave 
lists of laid-off workers to the state 
employment office. The employment 
office aided the union in notifying the 
men that they should report to the office 
for individual interviews. ‘Those who 
require additional training for defense 
jobs will be advised to enroll in free 
vocational training classes of the Buffalo 
public schools. 
@ First Consideration— ‘he four defense 
manufacturers pledged that they would 
give first consideration to men on these 
lists when they hire but reserved the 
right to interview them individually be- 
fore putting them on the payrolls. ‘The 
union stands behind the effort to induce 
the men to undergo training. Employers 
have feared hitherto that workers af- 
fected by defense changeovers would de- 
lay taking the instruction needed for new 
types of precision work. 

The Chevrolet plants in Buffalo nd 


‘Tonawanda had employed approximat ly 


3,600 men. About 600 are being re- 
tained indefinitely. Of the 3,000 already 
laid off, at least 400 have already been 
employed by the four firms represen! : 
in the conference, and another 400 hav 
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SIMPLE ARITHMETIC 


4152 divided by 12 is a very simple 
problem in arithmetic. 

It looks a bit confusing, of course, 
if you use a bathing beauty as a sym- 
bol for one, a sailboat for two, a 
fiddle for three, and so on—though 
there’s no reason except conve- 
nience and convention why you 
shouldn’t. (They’re much more in- 
teresting than the symbols “1,” “2,” 
“3,” etc.) 

We're not advocating the reform, 
of course . . . merely making the 
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point that figures, as employed by 
Business and Industry, zre symbols, 
meaningless except in terms of dol- 
lars, or customers, or carloads, or 


what have you. 


And, in this modern blitzworld, 
yesterday's figures are almost as 
obsolete as yesterday’s headlines. 
Management must have access to 
accurate, up-to-the-minute, intelli- 
gently interpreted figures if its 
decisions are to be sound and profit- 
able. That’s where “Comptometer 


Economy” comes into the picture. 
For, with Comptometer adding- 
calculating machines, and modern 
Comptometer methods, Manage- 
ment is able to command more figure 


work in less time at lower cost. 


Felt & Tarrant Manufacturing 
Company, 1733 North Paulina Street, 
Chicago, Illinois. 


COMPTOMETER 


REG. U.S. PAT. OFF 


ADDING-CALCULATING MACHINES 
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been hired by other Buffalo industries. 
@ Outlook for Employment—Represent- 
atives of the four big companies were 
in agreement with Leo A. Sweeney, area 
director of the state employment SeTVICe, 
that half of the remaining 2,200 Chevro- 
let workers would be absorbed by local 
industry within a month, and that virtu- 
ally all would be absorbed within two 
months. It is estimated that Buffalo 
defense plants will require a total of 
26,000 additional workers by early 1942. 

Up to last week, only 1,200 of the 
2,200 unemployed Chevrolet workers 
had registered at Sweeney's office. ‘This 
is attributed to the fact that the average 
auto production worker normally ex- 
pects a midsummer “vacation” because 
of the changeover to new models. 


Sugar Spiral 
Agriculture Department is 
confident supply will be ample, 
but OPACS ceiling is imposed 
as old curbs seem ineffective. 


This week the Department of Agri- 
culture sought desperately for a solution 
to the sugar problem, and it finally had 
to turn to OPACS for the answer. It 
was a problem that was apparent not 
only to the statisticians in the D. of A. 
sugar section, but one which made itself 
felt in every household budget in the 
land. Sugar prices—raw and _ refined, 
wholesale and retail—had climaxed a 
sharp five-month rise by hitting new 
highs at the start of the week. 

Behind this rise in price were months 
of mounting demand in the United 
States. Consumers have afforded to use 
more sugar, manufacturing industries 
not only have been using more but the 
“invisible supply” which is their inven- 
tory has been rising steadily, and house- 
wives have been hoarding. Net result: the 


FLAME-THROWING 


The flame-thrower, one of the most 
destructive weapons in modern war, 
has been put to constructive use in 
Alabama, cultivating cotton. The con- 
traption is mounted on a tractor and 
shoots out four jets of flame, subject- 
ing grass and cotton to a one-fifteenth 
of-a-second treatment of 2,200-degree 


heat. Thin-bladed grass and weeds are 
killed; the thicker stalks of the crops 
distribute the heat so no portion is 
burned. Captain Price McLemore, an 
Army reserve officer who developed 
the machine in conjunction with the 
Alabama Extension Service, claims it 
can be built for a one-mule plow for 
$10, figures that this type of cultiva 
tion costs only 10¢ an acre. 


largest disappearance of sugar on record. 
@In a Year's Time—Raw sugar (duty 
paid in New York) sold at $2.65 a cwt. 
a year ago. A creeping advance moved 
the price up to $2.90 at the start of this 
year. By early spring the rise began to 
pick up vigor; recent quotations have 
been around $3.75 and $3.80 a cwt. 


In response to a runaway market, 
the Department of Agriculture has 
raised the sugar quotas time after 
time until they now stand at a bit 


Initial, 
1941 
1,549,898 

420,167 
938,037 
797,982 
8.916 
1,006,931 
1,869,060 


25,826 


1941 
Domestic beet 
Domestic cane 
Hawaii 

Puerto Rico 
Virgin Islands 
Philippines 
Cuba 

Other foreign 


Total 6,616,817 


* After reallocation of 
areas on July 30 


Philippine 


Sugar Quotas—They Grow and Grow 


Mar. 19, 


1,589,100 
430,794 
961,764 
818,166 

9,141 

1,055,895 


6,851,889 


deficit of 115,405 tons on June 9, and deficits of other 


over 8,000,000 tons for 1941. The 
following tabulation (in short tons, 
raw value) shows changes in the quo- 
tas thus far in 1941: 


July 19, 
1941 
1,768,992 
479,562 
1,070,641 
910,787 

10,176 
1,060,023* 
2,181,825 

145,553* 


7,627,563 


June 9, 
1941 
1,652,571 
448,000 
1,000,177 
850,844 
9,507 
982,663* 
7 2,038,230 
143,569* 


July 30, 
1941* 
1,925,499 
445,000 
993,522 
991,365 
11,076 
982,663* 
2,374,852 
282,859 


7,125,561 


8,006,836 


All this despite the fact that the De- 
partment of Agriculture combated the 
rise to the limit of its ability with a 
weapon which heretofore has been a 
pretty effective one. As far back as last 
March, the Washington authorities 
raised the quotas on sugar for consump 
tion in the United States. Quotas were 
raised again on June 9, once more on 
July 19, and then still further on July 30. 
Against an original calculation of 1941 
demand at 6,616,817 short tons, the 
Department of Agriculture now has the 
allotments up to 8,006,836 (see table). 
@ Quotas vs. Deliveries—The sugar trade 
knows, however, that the United States 
won't get that much sugar this year 
Even the Department of Agriculture 
tacitly admits as much. The officials 
have taken away from areas unable to 
make full delivery and allocated such 
deficits to other regions with more sugar 
on hand. Substantial slices have been 
lopped off Philippine quotas two or 
three times, because of the difficult ship- 
ping situation, and reallocated to other 
producers. Yet the D. of A. predicts that 
actual deliveries of sugar are nrore lik: ly 
to be 7,770,000 tons than the quota 
maximum of 8,006,836. 

But even 7,770,000 tons is a tremen- 
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HBERG, YOUNGSTOWN, OHIO, 

NT STORE HAS TELETALK ON 

FOUR FLOORS FOR INSTANT COMMUNICATION 
BETWEEN SALES AND SERVICE DEPARTMENTS 


a | 


TRAUSS-HIRSHBERG COMPANY recognizes that 

one of the best goodwill builders is the elimination of 

unnecessary delays for customers in transactions between 
the selling and service departments. 


Strauss-Hirshberg quickly recognized that Teletalk would 
definitely eliminate delays and provide the speed of service 
which pleases customers. 


Here, Teletalk eliminates the delays attendant upon inter- 
department communication that has to go through a switch- 
board. It enables the sales person to give immediate, specific 
instructions to alteration and packing departments, to stock 
and fitting rooms, and other service departments. 


The Teletalk system in the Strauss-Hirshberg Company has 
been in service for over a year and is now being expanded. 
This expansion is the natural result of the increased speed 
and greater efficiency which Teletalk provides in every type 
of business. Strauss-Hirshberg frankly state that they don’t 
see how people can get along without Teletalk. 


Regardless of the type of business in which you are engaged, 
Teletalk will save time, reduce errors, cut down delays, de- 
crease fatigue and eliminate many steps. It is not expensive. 
It is the finest intercommunication equipment that you can 
buy. Its operating cost is negligible. And it requires little 
time to install. 


There is a Teletalk distributor or dealer in your city or close 
by who will survey your requirements and make the proper 
recommendations for the correct Teletalk system. Write us 
for catalog and complete information and the name of the 
nearest distributor or dealer. 


Teletalk permits the combination of Intercommunication, Paging, 
Signaling and Sound Distribution in one compact system. 

Licensed by Electrucal Research Products, Inc. under U S Patents of Ameruan 
Telephone and Telegraph Company and Western Elecirsc Company, Incorporated 
WEBSTER ELECTRIC COMPANY, Racine, Wis., U. S. A. Established 1909 
Export Dept.: 100 Varick St., New York City 
Cable Address: "ARLAB", New York City 
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WEBSTER #& ELECTRIC 


“Where Quality is a Responsibility and Fair Dealing an Obligation” 


SUGAR PRICES—GOING UP 
(And this means another OPACS headache) 


DOMESTIC MARKET 
Spot—duty paid —New York 


Cents per Pound 


WORLD MARKET 


ee 
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1939 


Dete. New York Coffee ond Sugor Exchange 


1940 


1941 
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Remembering the first World War, 
housewives bought sugar hand over 
fist when hostilities started in Sep- 
tember, 1939. Hoarding, plus the spec- 
ulative wave which it fostered, sent 
sugar prices skyrocketing in the home 
market as well as the world market. 
There ensued a year of declining 


prices due to the fact that exporting 
nations found that they actually had 
lost markets, and world prices got 
down to 70¢ a cwt. last September. 
Recently, however, the shipping short- 
age and enlarged demand have turned 
the sugar market topsy-turvy, as the 
above chart shows. 


dous lot of sugar. In 1939, distribution 
in this country came to 6,867,533 tons, 
and in 1940 it was 6,890,792. In other 
words, there apparently will be available 
for pea 9a about 800,000 tons 
more sugar this year than in either of the 
preceding two years. 

@ Supply Held Ample—Such a supply, 
the D. of A. sugar section is convinced, 
should not only be ample to meet all 
consumer requirements, but should like- 
wise be sufficient to stem the speculative 
fever. Consequently, there are now going 
forward several investigations of trading 
in futures on the New York Coffee and 
Sugar E:xchange to see if there has been 
anything off color. Finally, as no other 
solution appe: ared, the matter was put 
up to OPACS, and “to protect the 
American public from rampant specu- 
lation in sugar,” this agency put a top 
price of $3.50 on raw sugar. 

"he last time a situation of this sort 
had to be faced, President Roosevelt 
suspended the quotas. Anybody wanting 
to ship sugar into the United States 
could do so in unlimited quantities from 
the middle of September, 1939, until 
the end of the year. The price slid from 
$3.80 a cwt. in September, 1939, to 
$2.66 a year later. This time quota 
suspension didn’t look as though it 
would be effective. The present quotas, 
the sugar trade believes, allot everybody 
but Cuba as much as can be delivered 
between now and the end of the year. 
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And even Cuba’s supply probably is 
none too large because Britain appar- 
ently has bought between 200,000 and 
300,000 tons in Havana recently. 

This British buying presumably re- 
sults from inability to spare ships to pick 
up normal cargoes in Africa and the Far 
Kast. And this demand, along with 
largely increased use in the United 
States, has turned the Cuban sugar sit- 
uation from one of dismal oversupply 
into a pretty tight market. 

The Havana price, which was drag- 
ging bottom around 70¢ a cwt. as re- 
cently as last March, has now shot up 
to $1.75, a gain of 150%. It looks right 
now as though the United States would 
urge Cuba to grind a lot more sugar in 
1942 to take care of Uncle Sam and 
John Bull—a boon to the good-neighbor 
policy as well as to Cuban economy. 


FTC on the Scent 


Commission says perfume 
named “rose” should be made 
of roses, “violet” of violets, but 
industry thinks edict smells. 

The much-regulated toilet-goods in- 
dustry currently is enjoying a little joke 


at the expense of the Federal Trade 
Commission. A short time ago FTC 


bore down on a small-time mid 
ern perfume manufacturer with ; 
and-desist order. Included among 
list of charges was one accusing th 
ufacturer of having sold perfumes 
for various flowers—rose, violet. 
on—when the perfumes were not m 
compounded from the oil of that | 

The perfume industry has no « 

with the other FTC charges in th. 
ticular case, but its representative 
quick to jump on the commission's 
that, if a perfume is not made fror: 
oil of the flower for which it is nav) 
the manufacturer must make this clear 
the consumer. It’s common indistn 
practice to name various scent 
flowers. 
@ Here’s the Difficulty—The joker is that 
a perfume made from a pure flowe: oi] 
probably would smell like anything on 
earth but the flower that went into it 
Violet perfumes commonly are made 
from oil of lemon grass. A rose and 
jasmine combination is used to obtain 
a gardenia scent which smells mucl 
more like the gardenia flower than the 
gardenia oil itself. Moreover, a flower 
oil is no good as perfume until it’s been 
mixed up with solvents, fixatives, anc 
what-have-vou. 

With all this in mind, the ‘Toilet 
Goods Association, industry trade group 
came forth last week with a length 
bulletin for its members, the net con 
tent of which was that it was prett 
sure that the FTC had leaped before it 
looked. The bulletin commented drvly, 
“Where a perfumer uses the phrase 
‘Shamrock Blossoms,’ ‘Scotch Thistl 
tr ‘New Mown Hay,’ he does not indi 
cate and has never indicated that the 
odors in question are fabricated from 
shamrocks, hay, or thistles.” 


Train-Auto Results 


Service looks as if it will 
succeed, though business so far 
isn’t spectacular. Train-taxi effort 
definitely flops. 


Efforts to coordinate local automo- 
tive service with through rail service as 
a means of boosting rail travel have pro- 
duced three major plans to date. Nor w 
that the voungest of these ventures !ia: 
rounded out its first year, the future of 
this subdivision of transportation can be 
assessed with fair accuracy. The score 

(1) Train-taxi service (BW-Jun.8 +". 
p24) definitely flopped. I got little pr 
motion and produced practically no 
business for either the 16 participating 
eastern roads or the cab operators in the 
25 franchised cities. 

(2) The rail-auto service established 
under the wing of the New Haven Ra'!- 
road (BW —Jun.10°39,p20) is pons 
strong in New England, but Her 
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ights...Camera...Comfort! 


Control Of The Air is vital for U.S. 
Navy Yards, Arsenals, Aircraft Plants and 
Machine Shops. Typical is the Mare 
Island Navy Yard, Calif., where 60 Carrier 
Unit Heaters flood the huge machine shop 
with warm, well circulated air . . . help 
keep Uncle Sam’s workers comfortable in 
winter . . . help them break all records. 


Tyrone Power and Betty Grable 


Co-starring in the 20th Century- 
Fox Film,"“A Yank in the R.A.F.” 


ie 
cs 
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Shooting The Stars in Holly wood calls for giant 
spotlight lamps that throw off waves of stifling 
heat. The answer? Carrier air conditioning! What's 
more, 20th Century-Fox and other leading film 
companies find Carrier comfort cooling not only 


results in better actor performances but also saves 


big money on “‘retakes.” 


Life On The Moon? When completed 
2 years hence, the huge Mt. Palomar 
telescope will supply the answer! Success 
of world’s largest eve requires faultless 
accuracy gears being ground in a Carrier 
Air Conditioned building where tempera- 


1 


ture never varies 19° in 24 hours. 


Dr. Willis H. Carrier “invented” air conditioning. 
Thanks to controls and techniques developed by him 
and his associates, air conditioning has opened a new 
world for you in the comforts you enjoy, the things 


you eat and wear, the way you live and work, 
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And A Pleasant Night For You— 
The new Carrier Room Ventilator fits 
snugly in window of bedroom or nursery, 
office or hospital room. Shuts out dirt, 
noise, pollen—it’s a real boon to hay fever 
sufferers. Brings in cool, night air for com- 
fortable sleeping. For free trial demon 
stration, call your local Carrier Dealer. 


Carrier Corporation, Syracuse, N. Y Desk 1OBW 
"Mo eather Makers to the World” 


Without obligation, please send me complete information 
on Carrier Air Conditioning for [] Homes 0) Offices 
(1) Stores. Also details on Carrier V entilators for hay fever relief 


Name 
Address 


CRF. cc ccvedesesecse , 


"Gosh, | wish they'd 

buy more of these 

EMCO-NORDSTROM 
Valves” 


Face-to-face dimensions, 
the same as for gate valves 


Replacement of gate valves 
with EMCO-Nordstrom Lubricated 
Valves is becoming common practice in many 
plants. You don’t have to change the pipe 
orrangement. These valves have the same 
face-to-face dimensions as gate valves and 
ore available in all pressures. They possess 
inherent advantages for withstanding corro- 
sion and erosion. When fully open, no part 
of the ground seat of the valve is exposed 
to the corrosive action of the line fluid or 
gas. The plug is never separated from its 
seat without the space being automatically 
filled with lubricant. No foreign material or 
line content can clog the valve or prevent 
full closure. 


It's 
leak-proof 


“Sealdport” 
lubrication 


Available with screwed or flanged ends. 
Sizes, 1’ to 14’. Made in various metals and 
alloys for specific services. Request Bulletin. 


MERCO NORDSTROM VALVE CO. 


Subsidiary of Pittsburgh Equitable Meter Co. 


400 Lexington Ave., Pittsburgh, Penna. 


EMCO- 
NORDSTROM 


Libsicated. PLUG | 
VALVES 


Driv-Ur-Self men (backbone of the sys- 
tem) say that in most other places they 
get little traceable railroad business and 


| little more than half-hearted support 


from most of the eastern roads. 

(3) ‘Train-Auto Service (BW —Apr.27 
'40,p20) is strongly rooted in Transcon- 
tinental-Western rail territory, looks as 
if it is here to stay though it has made 
no sensational gains. Its managers as 
well as the railroads frankly say that, 
while it is going ahead to their satisfac- 
tion, it as yet falls short of their advance 
expectation. Here are the results ob- 


| tained by Train-Auto: 


| OWNS 


No. of Con 

tracts (% oft 

May, 1940) 
100% 
158% 
101% 
211% 
250% 


Average 
Contract 
$8.27 
11.29 
7.38 
7.34 
9.41 
@ Making Some Money—At its original 
gait, Railway Extension, Inc., which 
Train-Auto, was losing money 
hand over fist. Today it is making 
little money. June, July, and August are 
the best car rental months of the year. 


May, 
June, 
Dec., 
May, 


June, 


both in number of contracts and j; 
lar average—which rises because 
renters are rail-brought vacatione: 
really put on the miles. 

An apparent downward trend iy 
age mileage comes from ever-incr 
local trade. Rail travelers now const 
61% of ‘Train-Auto’s customers, 
residents 39%. Rail-passenger cont 
are running 20% ahead of last yea: 

@ Best in Big Cities—Fxperien 
showing that the ‘T'rain-Auto fran 
in a big city usually pays, but th 
may be touch-and-go m a smaller 
munity. Thus far, 16% of the town 
der 25,000 have been dropped, 
lot more of these franchises are pi 
cally dormant. Many of the med 
sized towns, 25,000 to 100,000, 
only 6 to 10 railroad-passenger cont 
a month and have to rely on local t: 
but others, such as Madison, Wis. 
Phoenix, Ariz., have no trouble kee; 
their cars profitably rented. 

Railroad-made reservations, wired 
over railroad telegraph lines at no 
to the franchise holder, account 
over half of the rail-passenger contra 


In accordance with a directive program 
promulgated by OPACS nearly six weeks 
ago, OPM!’s Priorities Division has an- 
nounced a Maintenance and Repairs Rat- 
ing Plan which is being made immedi- 
ately available to more than 150,000 pro- 
ducers, manufacturers, and agencics in 
nine industrial classifications. ‘Those 
granted the use of the plan will get an 
\-10 rating which they can apply to their 
orders for necessary repair and mainte- 
nance parts. Industrial -classifications in 
which the plan is being made immedi- 
ately available are: 

(1) Commercial airlines maintaining 
regular scheduled service 

(2) Plants engaged principally in man- 
ufacturing explosives 

(3) Metallurgical plants producing met- 
als and allovs. 

(4) Mlunes—including ore dressing and 
processing plants and smelting facilities. 

(5) Federal, state, county, and munic- 
ipal services: protective services (fire and 
police); utilities—clectrical energy (pro- 
duction and distribution), gas production 
and distribution (manufactured and nat- 
ural), water production and distribution, 
sewer service; Common carricr passenger 
transportation by urban, suburban, and 
interurban electric railways, and by urban 
and suburban motor and clectric coach. 

(6) Privately-owned public utilities in 
the above-mentioned utilities categorics. 

(7) Railroads. 

(8) Coke converters. 

(9) Common carrier passenger trans- 
portation by privately-owned urban, sub- 
urban, and interurban electric railways, 
and by urban and suburban motor and 
electric coach. 

@ Application Form—The 
is not automatically 

ducers, manufacturers, 
any of these categories, 


A-10 
available to 
or agencies 


but 


rating 
pro- 

in 
must be 


Defense Business Checklist 


applied for on a special form, PD-67 
obtainable by writing to the Prioritics 
Division, Attention: Maintenance and 
Repairs Section, 462 Indiana Ave 
Washington, D. C., or by writing t 
one of the Priorities Division Field Off 
ces. If an application is granted, the ap 
proved firm or agency will receive 
authenticated copy of the new order 
(P-22 Ihe rating can be applied by 


an 


-22-a). 
executing a copy of the order, inserting 
the serial number, and serving it on the 
supplier. A special emergency rating 
of A-l-a may be assigned in cases of ex 
treme urgency. 

@ Other Industries—As soon as the Priori- 
ties Division can handle the needs of the 
industries listed, the order will be ex 
tended to the following list of industries 
essential to the defense program: 

1) Ammonia—plants engaged princi 
pally in producing ammonia for refriger 
ation. 

2) Chemicals—plants engaged prin 
cipally in manufacturing chemicals by 
chemical processing of raw products. 

(3) Food processing and __ storing 
plants engaged principally in producing 
milling, refining, preserving, or wholesal 
ing food. 

(4) Hospitals, clinics, and sanatoriums 
(5) Intercity motor-coach 
carricr passenger transportation. 

(6) Quarries. 

(7) Radio commercial communica 
tions—including commercial broadcasting 
but not including home receiving sets. 

(8) State, county, and municipal serv 
ices: Common carricr and school buses: 
highways; hospitals, clinics and sanato 
riums; public buildings, _ institutions. 
schools, and parks; street railway, trolles 
bus, subway and clevated lines. 

(9) Telephone and telegraph commu- 
nication. 


common 
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BUSINESS WEEK REPORTS 
TO EXECUTIVES ON 


NATIONAL DEFENSE AND 
THE FUTURE OF PROFITS 


By all odds national defense is the dominant industrial force in America today. 
It constitutes the nation’s biggest industry, around which other industries revolve 
like the world about its axis. Under its stress, corporations and individuals alike 


are subordinating private interests and profits to a common objective—beating 
Hitler. The net effect is a subtle, but swift, change in the country’s social, polit- 
ical, and economic environment. In a sense, national defense is a catalytic 
agent—as in chemistry—speeding up the processes of change. And it is the sig- 
nificance of the changes now taking place that is the subject of this special 
report to business executives. How is national defense altering our ways of doing 
business? What is it doing to profits? How? What does this mean to private 
investment? Why? What will be the post-war relationship between government 
and business? And how will that affect the longer-term future of profits? Those 
are the questions to which Business Week has addressed itself particularly and 
realistically, trying as far as possible to keep wish-thinking out of the economic 
analysis. ‘Thus it is a report strictly for the forward-looking business man—one 
who has met a payroll and knows that, in the end, realism pays dividends. 


THIS IS ONE OF A SERIES OF SPECIAL REPORTS TO EXECUTIVES ON CURRENT 
OPPORTUNITIES, PROBLEMS, AND TRENDS OF MAJOR SIGNIFICANCE TO BUSINESS 


Covered under the general copyright on the August 16, 1941, issue of Business Week 


NATIONAL DEFENSE AND o 


mel: 


THE FUTURE OF PROFITS : 


hes! 


a 7 
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National defense is only about a year old—it didn’t 
really get under way until the capitulation of France in 
June, 1940. But already it has revolutionized this coun- 
try’s economic life. ‘Today defense constitutes the na- 
tion’s largest single industry; it determines what shall be 
produced, by whom; where. 

We have automobile companies manufacturing §ar- 
mored cars, ammunition, and airplanes; railroad equip- 
ment makers turning out tanks and cannon; rubber com- 
panies fashioning gun mounts and loading powder bags, 
and textile mills producing khaki, uniforms, and tents. 
Shipyards, long idle and virtually moribund, have been 
revitalized. And the agricultural Middle and South West, 
thriving on dollar wheat, 16¢ cotton, and $11 hogs, have 
a new-found source of prosperity in airplane, ammunition, 
and a variety of other defense-fabricating plants spotted 
in such diverse localities as Omaha, Neb.; Tulsa, Okla.; 
Kansas City, Wichita, and Parsons, Kan.; Des Moines 
and Burlington, Ia.; St. Louis, Mo.; Peoria, Ill.; Dallas and 
Fort Worth, Tex. 


Far above 1929 


Not only is national defense changing the industrial 
warp and the geographical woof of the United States, but 
also it is producing the biggest business boom the nation 
has known. Already, 1929 is a back number as a peak year. 
Right now the national income is running at the annual 
trate of $86,000,000,000. That’s $2,600,000,000 greater 
than in 1929. But the difference is really bigger than that. 
For today prices are about 15% lower than they were in 
1929. ‘That means that a dollar of income today repre- 
sents 17.6% more goods and services than a dollar of in- 
come in 1929.* If that is taken into account, the United 
States is currently outproducing, outdistributing, and out- 
living 1929 by a 22.8% margin. Here’s the statistical 
proof: 


Increase in Goods and 
Today's Income, Services Over 1929— 
1929 Price Base In Dollars In % 


$83,400,000,000 $86,000,000,000 $102,400,000,000 $19,000,000,000 22.8 


1929 Today's 
Actual Income Actual Income 


Defense, moreover, provides an economic and social 
objective: to beat Hitler. And economic controls over in- 
dustry and private lives, which would have been nationally 
unacceptable as recently as two years ago (when the war 
broke out), today are the rule. The nation has accepted 
excess-profits taxes, conscription, a broader income tax 
base, mediation of industrial disputes, and a gigantic 
spending program which is rapidly raising the national 
debt (and, in the process, the national income) to unex- 
ampled heights. 

The Office of Production Management allocates sup- 
plies of critical materials—copper, steel, aluminum, ma- 


* A dollar's worth of goods in 1929 would cost about 85¢ today; thus 
the saving would be 15¢, or 17.6% (15+-85). 
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chine tools, magnesium. The Office of Price Administ; 
tion and Civilian Supply is setting prices, and thereby 
regulating corporate profits. In the process, some busines 
men, some consumers, and some workers are bound to by 
hurt. Thus, we come to a curious dualism in oy 
society. It’s the same dualism that took place in Eng 
land, only earlier. As a nation we want defense. and 
en masse we are willing to make sacrifices. But—and here 
is where the personality of society splits—what is desirable 
for the nation as a whole is oftentimes against the eco. 
nomic interests of a particular individual or corporation 


Case of Hank Greenberg 

When Hank Greenberg, voted the most valuable base. 
ball player in the American League, was called into the 
Army as a $2]l-a-month conscript from a $50,000-a-vear 
salary as star outfielder for the Detroit Tigers, he certaink 
could not have regarded national defense as an economic 
boon—especially since he isn’t getting any younger in the 
Army, and at 30 his playing years are numbered. And 
when executives of the General Motors Corp. yielded to 
the request of the National Defense Mediation Board to 
grant a wage increase to the United Automobile Workers 
Union, surely the thought must have passed through their 
minds that the defense program had not dealt too kindh 
with their stockholders in these particular negotiations 
Especially since they know that wage rates are notoriousl 
“sticky” and that, long after the defense effort is over. 
they will still be paying—at the rate of approximately $5), 
000,000 a year—for the 10¢-an-hour concession granted in 
the name of national defense. 


“What the Profits Will Bear” 


Thus national defense has changed the industrial envi- 
ronment. The defense motive has supplanted the profit 
motive as the social and economic prime mover. Lon 
Henderson has frequently called on manufacturers to 
absorb increased costs out of increased profits derived 
from increased volume of business. And so, the old dic- 
tum “charge what the traffic will bear” gives way to a new 
one—“charge what the profits will bear.” Nor is Hender- 
son alone. The National Defense Mediation Board has 
held that corporations could afford to absorb higher wage 
tates because of increased volume; General Motors is a 
case in point. And Congress has taken the same attitude 
in determining taxes; no war profiteers to be allowed! 
Besides imposing considerably higher normal taxes, the 
legislators are now considering introducing new and much 
stiffer excess-profits levies. 

Moreover—and this is decisive for business men—what 
is happening is only an extension of a trend that has been 
developing for over a decade. That explains why corpora- 
tions—in contrast with their World War policies—have 
been so reluctant to put up their own money to expand 
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and equipment to turn out defense goods. If they 


Jant 
vale anticipate a fair return on new capital commit- 
men’s both during and after the defense effort, they 


wou'd hardly think a second time about expansion. But 
the future is so full of economic question marks that they 
hesitate. And so the government socializes defense expan- 
sion, it finances new armament plants. 

Here, then, is society as a whole taking business risks— 
, radical departure from laissez faire tradition. And this 
departure, if continued and persistent, is apt to be all- 
controlling in determining the long-term outlook for 
(1) corporate profits, (2) corporate investment, and (3) the 
ultimate relationship between government and business, 
and hence the future of private enterprise in the United 
States. 

And it is toward a realistic appraisal of these aspects of 
the defense effort that this report to business executives is 
directed. What are the prospects for profits and invest- 
ment? The two are as interdependently indivisible as a 
man and a woman; one cannot increase without the other. 
Is national defense speeding up a transition in the rela- 
tionship of the state to the business community? How? 
And if this is the trend, is it temporary or permanent? 
But before we can answer any of these questions, we must 
first examine the trends of the past, to find out how they 
affect the present, and lead into the future. 


Harder to Make Money 

Long before Hitler came along and forced the subordi- 
nation of the profit motive to national defense, indus- 
trial profits were already having hard sledding in the 
United States. Ever since the World War, higher taxes— 
state, municipal, and federal—and higher wage rates have 
made it increasingly hard for corporations to make 
money.* ‘Three years illustrate the point: 1917, when 
business achieved its World War top; 1929, the peak of 
the boom of the twenties, and 1940, the first vear of the 
current defense boom in business. In each of those vears 
business advanced to what, up to then, represented an all- 
time high; but profits did not, as this record shows: 

Net Profit 


Year of All Corporations 
ers Sos dain se datrterel ass aly le es $8,100,000,000 
1929. ip elas ta St . $,100,000,000 


1940 (est.).. re Pe 4,500,000,000 


*The decline in the price level since the World War has also been a 
factor in the decline in profits (chart 2, page 32). From 1917 to 1929 
wholesale prices fell 19%; from 1929 to 1940, they fell nearly as much. 

Ordinarily people think that low prices are automatically good for 
profits—on the theory that low prices mean low costs, and low costs mean 
high profit margins. That can be a misconception. Whenever competi- 
tion permits, business men operate on a cost-plus basis. A manufacturer, 
wholesaler, or retailer usually sets the selling price for his merchandise by 
the flat markup method. He takes total costs, including the costs of ma- 
terials purchased, and calculates his selling price on them—up 20%, or 
334%, and so on. Thus, in effect, and contrary to barber-shop economics, 
high prices and high costs are not necessarily inimical to profits; they're 
apt to be beneficial. 

Consider this example. A manufacturer's production cost per unit 
amounts to $5, and his markup to 20%; then his selling price is $6 and 
his profit per item $1. But now suppose costs drop to $4. If the markup 
stays at 20%, the selling price slips to $4.80, and his profit per unit 
becomes 80¢ instead of $1. So, if he wants to earn the same amount of 
money as before, he must sell 25% more goods at the new price level. 

However, price fluctuations are a normal operating hazard to which 
business men usually become adjusted. The net effect of a general price 
decline is to establish a new price floor for business. And during the 
twenties, as the profits record * sera (chart 9, page 33), business men did 
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So we find that in 1929 profits were the same as in 1917, 
though the aggregate volume of business in the United 
States was 26°% greater. And in 1940, profits were down 
44%, from 1929, though activity was 11°, higher. ‘This 
is finite evidence that corporations have had to work 
harder to earn less (chart, page 30). And, in its matter-of 
fact fashion, the stock market has been quietly taking this 
trend into account since the middle of 1938 (chart, page 
28). Stocks have not followed up the rise in business to 
all-time highs. Apparently, investors and speculators want 
to be shown these days that industrial turnover is going to 
pan out in increased profits and increased dividends (B\W 
—Mar.15’41,p100). And the current result of this man- 
from-Missouri skepticism is this: ‘Though business vol 
ume is 37% above, stocks are 67°;, below their 1929 highs! 


Industrial Gold Rush 

This reversal in a timewom economic relationship be 
tween the stock market and business did not develop over 
night. Even before 1929, investors and speculators might 
have observed that higher wage rates and higher taxes 
were beginning to cut into profits. For, as chart 10 on 
page 33 shows, the 6.94% level of corporate earnings on 
invested capital reached in 1926 was untouched in 1925 
and 1929 (and hasn’t been approached since). But those 
were the industrial gold-rush days in America, and the de 
cline in the rate of profit was obscured by the upsurge in 
general business. 

Between the ‘Treaty of Versailles and 1929, American 
industry literally expanded in all directions. Domestic 
manufacturers were busy exporting goods to reconstruct 
Europe. They were busy on shipments of machinery to 
South America, for the sister republics were beginning to 
get a yen for industrialization. And finally, American in- 
dustry derived a burst of energy from the internal com- 
bustion engine—the automobile. Automobile factories 
were built, workers were hired, steel, rubber, and uphol- 
stery were consumed in creating this new $5,000,000,000- 
a-year business. Highways had to be laid, filling stations 
and garages established, roadside signs painted and put in 
place, and hot dog stands and other eateries established to 
feed the riding public. Residential building took on a new 
lease of life, as city-workers with cars, gained independ- 
ence from train schedules. And public utilities built gen- 


become acclimated to the new price level. After the col'apse in prices 
and profits in 1921, earnings gradually expanded along with expansion in 
the volume of business. 

Increases in wages and taxes are of a different order from changes in the 
price level (and that’s why they are treated at length later in this report 
Taxes, especially federal levies, are paid after all profits and hence the busi- 
ness man cannot readily make adjustments to them—until after the event. 
And wages, particularly in unionized industries, are subject to a deliberate 
upward pressure, relative to profits. As a matter of strategy, labor leaders 
and workers make demands when business is good, and their demands tend 
to cut down profit margins. For if business men raise prices to offset wage 
increases, the profit margin remains unchanged as a target for new wage 
demands. The result is a staircase formation in wage rates during times 
of prosperity, always tending to creep up on the employer's margin of 
profit, as chart 5, page 32 indicates. Moreover in bad times, wage rates 
are usually inelastic—they don’t go down easily (BW-—-Mar.29°41 ,p64 

The price level, on the other hand, more or less responds to the play of 
supply and demand; it is the marketplace where buyers and sellers meet, 
and so is subject to a greater degree of direct management control than 
either wage or tax rates. If prices are too low a manufacturer may curtail 
production; if prices are too high, a buyer's strike may pul! them down. 
Thus business men can adjust automatically to cheat me price fluctua- 
tions; they can’t do it so readily or so directly to wage and tax boosts. 
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from one town to the next. This three-way expansion— 
toward Europe, toward Latin America, and internally— 
concealed the economic significance of (1) the falling rate 
of profit and (2) the disappearance of the American fron- 
tier—the frontier that continually invited industrial ex- 
pansion from east to west. 


Break with Laissez Faire 


But the stock market crash of 1929 was not to be ob- 
scured so easily. It was a hard and bitter fact that business 
men and economists could understand. Something was 
wrong. And New Year’s Eve, 1930, was just a little bit 
different from New Year's Eve, 1929, or 1928. Outwardly 
things seemed the same. Crisp fifty- and one-hundred- 
dollar bills crackled in New York and Chicago speakeasies 
(we still had Prohibition), and bootleggers still peddled 
the same cut Scotch and rye. But presentiment was in the 
air. And with reason. 

President Herbert Hoover had already exhorted public 
utility and railroad companies to continue their construc- 
tion programs as if nothing had happened, as if the stock 
market had not collapsed. That, in itself, jarred confi- 
dence. It was a break with tradition. It wasn’t cricket for 
the government to meddle in business affairs. Those were 
the days, as G. D. H. Cole, British political economist 
expressed it, when “the state was constantly being warned 
to keep out of the economic sphere, and politics was re- 
garded as a matter which ought to have as little concern as 
possible with the economic system.” 

Moreover, Mr. Hoover did not stop at exhortation. Un- 


erating plants and extended a network of power lines 


der his auspices the Reconstruction Finance Cv», wa; 
organized with federal funds to help out the w.bjiy, 
banks and railroads. And though at first the P. side: 
flatly refused to sponsor direct federal relief to th 
ployed, holding that that was a function for si 
local governments and private charity, he recant« 
the depression deepened and state, municipal, « 


inem- 


and 


when 


1 pti. 
vate charity funds broke down under the unemp! ae 
drain. So, in a radical departure from the concept © strict 
laissez faire, the state assumed responsibility for thie eco 
nomic welfare of its citizens, and thus was laid th 
groundwork for the vast extension of state contro! ove; 


the economy under Roosevelt. 


Onward and Upward 


Prior to the Hoover regime, American governments— 
with rare exceptions—found few reasons for inter\ ening 
in business affairs. Up to that time, barring panic vears, 
American industrial progress was a thing of beauty. From 
one decade to the next, business would climb to new high 
levels. The chart of American business history looked like 
a mountain range stretching off into the distance—the 
next peak higher than the one preceding. As late as 193) 
and 1931, reputable statisticians talked about the long 
term economic growth of the United States as if it were 
money in the savings bank—expanding with regularity and 
persistence at the old-time rate of 3% or 4% compounded 
annually. 

With the prospect of ever-onward, ever-upward prog 
1ess, business men were willing to go into debt, and invest 
ors and speculators were willing to lend them the money 
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Tradition has it that when business goes up, stock prices 
go up; and when business goes down, stock prices go 
down. But this tradition, as the above chart plainly shows, 
got a sharp crack on the knuckles three years ago. After 
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consistently moving together since 1915, the stock market 
and business parted company late in 1938. And today. 
though industrial activity is at the highest level in history. 
stocks are sharply below the 1929 and 1937 highs. 
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So steamship lines were built, 
across the country, factories were erected, and in general 
an agricultural nation was slowly transformed into a great 
industrial empire. And employment soared. Here was 
capitalism in its fullest flower and the government's role 
was strictly that of an umpire or keeper of the peace— 
to maintain law and order. 


According to Tradition 
Only in times of war did the government go into debt. 

And after wars ended, the Treasury was supposed to pay 
off its obligations as fast as possible. It was private indus- 
try's function to take care of the industrial expansion by 
providing outlets for investment funds; and private indus- 
try performed this function verv well indeed. Note, in the 
following table, how up to 1914 federal debt totaled only 
$1,200,000,000 while private long-term debt aggregated 
$34,600,000,000. (What better or more striking proof can 
be offered that private industry was in the economic 
addle? 
saddle? ) Private 
Long-Term Debt 
$34.600,000,000 
43,200,000,000 
88,900,000,000 


Federal Debt 
$1,200,000,000 
25.500,000,000 
16,200,000,000 


+ $5,600,000,000 


Change 1914-1919 
+$45,700,000,000 


Change 1919-1930..... 


+$24,300,000,000 
—$9, 300,000,000 

Quite in accord with tradition, the federal debt climbed 
during the World War period; after the war was over— 
again quite in keeping with the business tradition of 
the era—the debt came down and one surplus after 
another earned for Andrew W. Mellon the appellation 


railroads were stretched . 


of “the greatest Secretary of the Treasury since Alexande 
Hamilton.” 

But after 1930 tradition broke down. 
pened that had never happened before. 
interest curve failed to work. Business did not recover 
promptly. And business men began to wonder uneasil\ 
mavbe the United States had reached economic matut 

_ If that were the case, then they felt they could not be 
sure that one successive wave of prosperity after another 
would take care of debts contracted the decade before 
So, instead of plunging into debt, expanding plants, and 
creating jobs, business men pulled out of debt. ‘They 
called in their bonds, or went through bankruptcy or 
made readjustments with creditors. (It was not so long 
ago that corporations were shuttling in and out of Sec 
tions 77 and 77B. Remember?) The result: Factories 
were closed down, men were laid off, and national income 
dropped from the 1929 level of $83,400,000,000 to $40,- 
000,000,000 in 1932. 


“This Has No Parallel” 


This abrupt stoppage of industrial development 
prompted Carl Snvder, formerly chief statistician of the 
Federal Reserve Bank of New York, to declare: “Perhaps 
the most striking feature of the depression has been the 
arrest of that prodigious industrial growth which for well 
over a century was one of the outstanding characteristics 
of the country. This [stoppage] . . . has no parallel.” And 
it was because of this arrested development that Hoover 
and Roosevelt stepped in. Something had to be done to 
help the needy. Society, as a whole took up where private 
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Here you see Business Week's Index of Speculative Con- 
fidence. It indicates that business turnover is selling at a 
sharp discount in the stock market. Why? Because 
investors and speculators no longer feel satisfied that an 
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increase in industrial turnover is sure to produce a rise 
in corporate earnings, hence in dividends. Though de- 
fense has boomed business, it has also increased operating 
expenses. (See series of charts, pages 32 and 33.) 
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This is what statisticians call a scatter diagram. It 
shows the relationship between the profits of all cor- 
porations in the United States and the volume of 
production. It has to be studied to be fully under- 
stood. Then it becomes clear that corporations pro- 
duced less while earning more money in the ‘twenties 
than in the ‘thirties. It is not possible to specify 
exactly how much more they earned, but the chart 
seems to indicate that, on the same volume of busi- 
ness, corporations were about $4,000,000,000 per 
year better off in the first period than in the second. 
Here are some actual instances consolidating that 
conclusion: (thousands of dollars; 000 omitted) 

Difference 
in Profits 


Year 1920 1934 30s vs. 20s 


Production 5 
Net income $4,468,000 $157,000 
1938 


Year 1923 
Production . . 88 88 
Net income $5,827,000 $1,480,000 

Year 1929 1937 
Production . . 110 113 
Net income $8,084,000 $3,872,000 


—$4,311,000 
—$4,347,000 


—$4,212,000 

In economic terms, what the chart implies is this. 
From 1920 through 1929 (the numbers indicate the 
years), a close correlation existed between net corpo- 
ration profits (vertical scale on left) and the index of 
industrial production (horizontal scale at bottom). 
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As the volume of production increased, earnings also 
increased and vice versa. 

From 1930 to 1940 this correlation between earn 
ings and production persisted, but profits per unit 
of production dropped to a much lower level. And 
that explains why business men often say, “You have 
to work harder to earn less today than 15 years ago.” 
The 1937-versus-1929 example emphasizes the point. 


industry left off, as the fall of private and the rise of public 
debt from 1930 to 1940 indicate: 

Private 
Long-Term Debt 


$88,900,000,000 
+ 73,500,000,000 


Federal Debt 
$16,200,000,000 
* 43,000,000,000 


1930 . 
1940 . 


Net change 1930-1940. +$26,800,000,000  —$15,400,000,000 


. The U.S. debt incidentally has since climbed to $50,000,000,000, not 
including government-guaranteed bonds and other contingent liabilities. 
t Estimated 

And that trend continues. Business men, apparently, 
have yet to regain their confidence in the outlook for 
profits; they have yet to resume the risk-taking function. 
Think of what’s happening right now. The country is 
going through the biggest industrial boom in history; em- 
ployment, payrolls, and national income are far above pre- 
vious all-time peaks. But in the first six months of this 
year, new capital issues of corporations came to the measly 
sum of $365,000,000 as compared with $829,000,000 in 
1937 and $4,700,000,000 in 1929 (chart, page 38). Rather 
than risk their own capital or expand their debt, most 
corporations have preferred to let the government build 
defense plants, while they operate the plants as lessees or 
contractors. 

This reluctance is understandable. Many a_ business 
man thinks not about now but about later. No business 
man wants to have a huge investment tied up in a plant 
which produces smokeless powder, when he knows that 
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after national defense is over the demand for smokeless 
powder will be virtually non-existent. After all, the cor 
porate executive must consider his job and his stockhold 
ers. He recognizes that smokeless powder plants may be 
necessary for defense; but, at the same time, he recognizes 
that solvency is essential to his own survival as a business 
executive. Here again we have the split-personality—the 
duality of interest between public needs and _ private 
profits that the defense program produces. 


Fear of Excess Capacity 

But there are other reasons to hesitate. The defense 
effort has boomed requirements for basic materials far 
beyond conceivable needs. There is a fear that any type 
of increased capacity today may be excess capacity tomor- 
row. So why invest in it? Consider some of the basic in- 
dustrial changes wrought to date by the defense program: 

Four years ago—in 1937—we had a steel ingot-produc- 
ing capacity of 78,000,000 tons. Compared with the high- 
est annual consumption up to that time—63,000,000 tons 
—it was more than sufficient. Today the steel capacity is 
88,000,000 tons and, according to OPM and OPACS, not 
enough; two years from now, on the basis of present plans, 
it may exceed 98,000,000 tons. And if the war goes much 
beyond 1943 it might rise to 105,000,000 tons. Who 
knows? 

Or figure on shipbuilding. Before the war started, the 
American merchant marine comprised 10,000,000 tons, 
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and our merchant-shipbuilding capacity was less than 
1,00:).000 tons a year. ‘Today, the capacity has been lifted 
to 1.500,000 tons, and by late 1942 it may reach 6,000,000 
tons or more. Enough to build in a year and eight months 
all the merchant shipping we had when the war began! 

Or consider aluminum. In 1939, production totaled 
327,000,000 pounds. Right now we're more than doub- 
jing that output. And still we're not anywhere near the 
defense goal of 1,600,000,000 pounds, or five times what 
we started with. What’s going to happen to all this alu- 
minum capacity when peace comes? 

One more instance—electric power. In 1937, we had 
37,000,000 kilowatts of generating capacitv. By this vear- 
end, it will be stepped up to 45,000,000; by the end of 
1942, capacity will be pushing up towards the 50,000,000- 
kilowatt mark, and by 1946 up to 60,000,000 kilowatts if 
the Federal Power Commission plans go through (BW— 
Jul.19°41,p22). 

The prescient business man cannot look upon such pro- 
jections of productive capacity with an easy mind. At 
present, defense is creating a ready-made market for ev ery- 
thing—war materials and civilian goods alike. But what 
will the market be like after the defense effort, when the 
government is not buying airplanes, tanks, and guns? 
When aluminum and magnesium will not be going into 
airplanes, and copper won't be needed in shells, and ship- 
ways will not be required to work night and day to replace 
vessels being sunk by U-boats and airplanes, and ships 
won’t be needed to haul war materials overseas? What 
also will happen to the market for steel, and zinc, and syn- 
thetic rubber, capacities of which have been greatly ex- 
panded under the pressure of war? 


Competitive Complications 

The industrial consequences of the defense effort can 
hardly be conjectured, let alone prefigured, with any sense 
of accuracy. Aluminum is a case in point. Before the war, 
it sold for 20¢ a Ib. Now it’s down to 17¢. And that is in 
a war-actuated market—of maximum demand. Of course, 
high production means low costs and low prices. But so 
does excess capacity and the competitive need to sell. 
What will happen to the aluminum price if airplane de- 
mand is down 80% or 90°, and the potentially tre- 
mendous volume of output must be sold for peacetime 
consumption? 

Will aluminum then compete with steel or copper or 
zinc in many uses? And similarly will special steels, pro- 
duction of which is likewise being developed and ex- 
panded, supplant nickel and tin? Or will magnesium 
come in for wider utilization, displacing other metals? 
Will the cheap all-metal fabricated house come into its 
own in the post-war era? In any event, the rivalry of 
metals—with vastly expanded capacity in each—is certain 
to result in basic changes in our productive costs and pro- 
cedures. In the face of such complex competitive possi- 
bilities of the future, only the most intrepid business man 
is ready to undertake expansion freely. He can never be 
sure whether the plant he builds today will be prema- 
turely aged by a change in market conditions when the 
war is over. 

And not only are industrial market shifts in the offing, 
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but geographical gyrations must be taken into account. 
Will a plant established in New England or New York 
be obsoleted by the shift of industry westward? Or will 
a factory, located near the Grand Coulee dam, for power 
accessibility, be too far off the beaten track of raw mate 
rials and ultimate markets to pay the freight? Or is it con 
ceivable that the airplane will become a common everyday 
vehicle of freight transport in the post-war world, and 
thus unify the nation—only more so—as the automobile 
did after the World War? If so, what matter a few 
thousand miles from Grand Coulee to a Cleveland metal 
working plant? 


A West Coast Economy? 

Questions like these fire the imagination, but at the 
same time—because they are so far off in the future and 
are not susceptible of definitive answers—they raise doubts 
and so deter new capital investment. Consider the posi 
tion of old-line manufacturers. They've been working 
plants, five and ten vears old, at top speed. Now, along 
comes defense and the government says we need new 
plants. And new plants go up—plants which are modern, 
speedy, and cheap to operate. What happens to the older 
plants when defense ends? Are they abandoned, and does 
industry take over the newly-built factories? Or does the 
government operate them? And in any event, will there 
be an industrial hegira to the Middle and South West 
Kansas, Iowa, Missouri, Oklahoma, Texas, Arkansas 
where the army has been locating so many new factories? 

And will the West Coast, now a major market for steel 
and other heavy-goods products, become a nearly self- 
contained economy, relatively independent of the rest of 
the United States? Already, it is a center of diversified 
agriculture, lumber output, canning, and numerous con 
sumer goods industries. But if huge iron and steel mills 
and aluminum capacities are built to service the ship 
building and airplane industries now established in the 
area, is it not possible that an integrated industrial devel- 
opment may take place there in the post-war epoch? And 
instead of drawing upon the East for many durable con- 
sumer goods, such as automobiles, refrigerators, and 
household appliances, the Coast may be able not only to 
provide for its own consumption but to produce a surplus 
for competition in eastern markets with eastern entcr 
prises. Certainly that would upset the country’s gco 
graphical pre-war status quo. 


Not Good for Confidence 

The old South, too, is up-and-coming—and defense is 
speeding it along its way. For the Jast twenty years and 
more, industry has been slowly drifting southward from 
New England and the North Central states to Virginia, 
West Virginia, Tennessee, the Carolinas, Georgia and 
Alabama. Is this, too, to become a diversified economy— 
with new steel capacity, aluminum, magnesium, rayon, 
chemicals, and a revivified shipbuilding industry? And 
will it, too, compete with older plants and older areas in 
the North? 

Such then are some of the possibilities of the national 
defense program. And though they kindle the mind, they 
hardly kindle a business man’s confidence. But even this 
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2. The general price level has dropped 
significantly, 
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5. But so are hourly wage rates; 


6. Thus labor cost per dollar of output 
has held fairly constant. 
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WHAT HAS HAPPENED TO THEM, AND WHY 


7. However, state and municipal taxes 
are up sharply, 
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parade of question marks would not be sufficient to stop 
the business man from assuming long-term risks, from 
going into debt for expansion, if he could feel reasonably 
certain of two things: (1) that the American economy was 
all set to resume its compound-interest wavs of the ‘teens 
and (2) that out of such expansion he would make sufh- 
cient money after the war to warrant assuming the 
increased fixed charges. 


Profits after the War 

Let us, therefore, look into the prospect for profits in 
the post-defense era. What is likely to happen to wages 
and taxes? For, as we have noted (page 27), these are 
the two basic factors: which have been eating into profit 
margins. And what we want to know, specifically, is 
whether national defense is helping or hindering future 
profits by accelerating or decelerating the rising trend in 
wage and tax rates. First, as to wages: 

We can put it down as self-evident that national de- 
fense has not hurt the American labor movement. The 
record shows a constant succession of gains—collective 
bargaining agreements with Ford, Bethlehem, Republic 
Steel and other large corporations which for years had 
managed to keep the doors closed to unions. But more 
than that, by means of strikes, threats of strikes, decisions 
of the National Labor Relations Board, and recommenda- 
tions of the National Defense Mediation Board, workers 
have won wage increase after wage increase in coal, steel, 
automobiles, shipbuilding, aluminum, and in one airplane 
plant after another. And, because they were able to claim 
credit for these wage boosts, union leaders consolidated 


their positions with their own unions, and had strong talk- 
ing points when they went out to organize non-union 


plants. ‘The result is that the unions today are stronger 
than at any time in the history of the labor movement 
in the United States, both numerically and in proportion 
to total industrial workers, as the following table shows: 


Estimated % Union 

Non-Agricultural Membership 
Labor Force to Labor Force 
19,500,000 4.5 
26,600,000 8.1 
30,900,000 16.3 
38,300,000 8.9 
42,600,000 18.8 
43,000,000 23.3 


Census Estimated 
Years Union Membership 
1900 868,500 
1910 2,140,500 
1920 5,047,800 
1930 3,392,800 
1940 5,000,000 
1941 10,000,000 


Unions Will Fight to Hold Gains 


Now, theoretically, most of the wage increases the 
unions have won were granted by management or sug- 
gested by NDMB because of the telling argument that 
national defense actuated the boom in production, that 
the boom in production was booming profits, and that 
the workers should, therefore, share in the increased earn- 
ings. But long after the defense effort ceases to be a bol- 
stering influence on corporation production or earnings, 
the unions will insist on clinging to their wage gains (as 
is to be expected). And being stronger than at any time 
before, they will be in a much better position to hold on 
to what they've won. A management will not readily cut 
wages—cven during a depression—when it knows a well- 
organized walkout stares it in the face. 

In a sense, then, wage rates are akin to bond interest. 
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When a corporation increases its debt in good tim 
necessity to pay interest on that debt carries over in 
times, and becomes—as bankruptcy court records 
an increasingly heavy burden, especially when vol: 
sales (or output) is dropping. 

The similarity between wage rates and bond i: 

goes farther. Both are fixed by contract or custo: 
cannot be changed except by agreement of the co 
ing parties. So we cannot regard the wage boosts 
though theoretically they're only for the duration, 
a temporary squeeze on profits. The higher hourly «age; 
will carry over as a continuing charge against earnings, 
destined to be even more burdensome than now, because 
post-defense production is apt to be lower. So unit labor 
costs will be higher. 

Nor is the tax outlook something to inspire a renewed 
hope for higher profits. Indeed, corporate taxes*— like 
wage rates—tend to become a fixed and increasing burden 
on industry. When Mr. Roosevelt first took office, Con. 
gress authorized huge relief expenditures on the theon 
that these outlays were only for the time being, only for 
the depression emergency. But a $3,500,000,000 budget 
climbed to $5,000,000,000 and then $6,000,000,000 and, 
in 1937, when the government was in agriculture, social 
security, labor regulation, housing, TVA, rural electrifica- 
tion, and a host of other thitherto non-governmental 
enterprises, President Roosevelt acknowledged that the 
federal expenditures had risen to a new and permanenth 
higher level—around $7,000,000,000. 


Government Expansion 

The implications are clear. When Business Week ex. 
amined President Roosevelt’s budget message of January, 
1937, it said: “Summed up, it comes down to more gov- 
ernment in business. Federal departments are extracting 
a greater share of the national output and diverting it 
from those who produced it” (BW —Jan.1637,p18). ‘That 
statement—most emphatically—applies today (chart, page 
37). Government has become big business—the biggest 
business in the land. Currently, expenditures are running 
at around $19,000,000,000 a year. And during the next 
few years of defense they will go much higher. And after 
national defense is over, federal outlays will not drop back 
to the $7,000,000,000-to-$9,000,000,000 pre-defense level. 
A $10,000,000,000 Jevel would be more realistic—though 
admittedly it’s only a guess. But measure what the 
government is now doing: 

Under the lash of national defense, it is controlling the 
flow of production, regulating prices, negotiating wage 
agreements, continuing relief, and in general directing 
the national economy. Here, for the first time, we have 
some semblance of centralized planning for business. And 
not only does this mean a high level of taxes on business 
in the future but it also means, to quote the London 
Economist, that “the post-war world will have a much 
greater permanent element of ‘purposive direction’ by the 
state than the world of the 1920's and 1930's.” 

This is almost axiomatic. National defense has virtually 
solved the unemployment problem in this country (an¢ 1 


* Individual, as well as corporate, taxes are a burden on the invest: :¢nt 
market (see page 35). 
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STORY OF THE LARGE INVESTOR 


Here you see what has been happening to the hun- 
dred-thousand-dollar-a-year-and-up man and woman. 

These are the country’s big savers (BW—Jul.26'41, 
p56), on whom speculative private investment largely 
depends; they're the men and women who can afford, 
because their incomes are very much larger than their 
expenditures, to take risks in new enterprises. ‘They 
are what economists would call “the customary sup- 
pliers of venture capital.” But, year after year, the 
percentage in favor of risk-taking has been going 
down. Personal taxes have become so progressively 
steep that private investment and speculation have 
become a heads-the-government-wins-tails-I-lose prop- 
osition. Uncle Sam takes a cut out of the profits, but 
does not share the losses. And that hurts. 


The $100,000-a-year men get fewer and fewer 
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Today a man with a $100,000 inceme pays about 
$45,000 in federal taxes. (And the Revenue Act of 
1941 is still to be passed!) Tax rates in the high 
brackets are so tough that sometimes corporations 
think twice before raising the pay of their high-sal- 
aried executives—so much of the increase would go to 
the federal government. Out of a salary jump from 
$100,000 to $150,000, the Collector of Internal Reve- 
nue would get $34,000, or more than two-thirds. And 
the differential between what the government and the 
employee get widens as incomes go up the scale. 

Moreover, as a numerical group, these big investors 
are slowly being squeezed. In 1928, there were 16,000 
persons with incomes of $100,000 a year or more. By 
1937, when business volume was greater than in ‘25, 
the number had dropped to 4,150. And America’s 
industrial elite—the “500” with million dollar in- 
comes in 1928 and 1929—has dwindled to a mere 
handful: only 49 in 1937; up to 57 in 1938; down to 
43 in 1939. And the accompanying charts suggest 
that the trend has yet to be reversed. Not only is this 
entire group getting smaller, but financially its power 
has diminished 90%. As the following table shows, 
the aggregate net income of these big potential invest 
ors has dropped from $3,737,000,000 in ’28 to 
$308,000,000 in °39: 

No. of Average 
Incomes Income % Income Income 
Over After Takenby = After 


Year $100,000 Income Taxes Taxes Taxes Taxes 
(In millions of dollars; 000,000 omitted) 

1925... 9,560 $2,318 $359 $1,959 15.5% $204,000 
1928... 15,977 4,451 714 3,737 16.0 234,000 
1929... 14,816 4,368 653 3,715 149 251,000 
1932... 1,836 383 110 273 28.7 149,000 
1937... 4,150 862 436 426 50.6 103,000 
1938... 2,474 583 258 325 «44.3 131,000 
1939... 2,858 600 292 308 48.7 108,000 


Under such circumstances, large investors more and 
more have sought sanctuary from progressively rising 
income taxes in tax-exempt bonds (BW—Dec.11°37 
p42), currently yielding about 2%. At first blush, 
that seems like a very small return. But to a $100,000- 
a-year man, it would be equivalent to about a 4°; 
yield on a taxable corporate bond or stock. That is 
not bad, when it is considered that, since 1926, earn 
ings of all corporations in the United States have 
amounted to only 3.3% on their invested capital 
(chart 10, page 33). This suggests that, over a period 
of years, a 2% tax-exempt return is safer, surer, and 
greater than an investment in a private venture. For 
if corporations could not average out better than 
3.3% since 1926, it is a fair presumption that they 
would not earn, hence could not pay, 4% on incom 
ing capital over the next decade and a half. 

Incidentally, since the federal government is not 
issuing totally tax-exempt bonds any more, the in- 
vestor is turning to state and local government issues. 
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England too, for that matter). It has drawn men from 
the labor market and plumped them into the armed 
forces; simultaneously, it has created jobs in a conglom- 
eration of new defense industries. The net result is that 
there are only about 3,000,000 unemployed today, and, 
since customarily, even in good times, there are some 
2,000,000 persons out of work—because of seasonal lay- 
offs or time lost in switching jobs—the volume of unem- 
ployment may be said to be nominal.* 

And it is inconceivable that, when the defense pro- 
gram ends, when men in the Army, Navy, and Air Corps 
are released to private life, and when production of tanks, 
guns, airplanes, and other war supplies diminishes, the 
government will stand idly by in the midst of a great 
unemployment crisis born of nationwide demobilization. 
Suppose, for instance, that business were permitted to 
drop back to levels of pre-defense years. Here’s an indica- 
tion of what that would mean in terms of joblessness: 


Unemployment 


14,500,000 
4,500,000 
10,000,000 


Date Production Employment 


March, 1933.. 54 35,900,000 
July, 1937.... 120 47,900,000 
May, 1938 79 42,900,000 


Post-Defense Unemployment 

However, those figures are ancient history. ‘They show 
the unemployment problem as it existed three, four, and 
eight years ago—not as it might be when defense came to 
an end. Consider the dynamics of the problem. In July, 
1937, when business was very good for a post-'29 peace- 
time year, unemployment amounted to 4,500,000. But 
since then, 2,000,000 persons have been added to the 
labor force. More, technological improvements in work- 
ing methods and modernized equipment have stepped up 
the productivity of workers. And this would operate with 
double English on unemployment during a_ business 
relapse; for industrial corporations naturally would shut 
down their old plants, and use their newly-built, labor- 
saving equipment. No positive estimate can be made; 
but, on the basis of past experience, it is reasonable to 
figure that technology will add another 2,000,000 to un- 
employment. Finally, there will be an increasing crop of 
workers—at the rate of 500,000 annually—to be taken into 
the reckoning. Thus, if business in the post-war era 
slipped back to the 1937 level, unemployment would 
stack up as follows: 
4,500,000 


2,000,000 
2,000,000 


Unemployment, July, 1937 
Additions to labor force, July, 1937, to date. 
Estimated increase in technological disemployment. . . 
Additions to labor force from now on, at the rate of 
500,000 a year 
Minimum unemployment, assuming July, 193 
Oe ND. es ea eae Faas ee aun ces cee e ek aaa 


8,500,000 


Such a prospect admits of no choice. The government 
would intervene to avert economic collapse and social 
unrest, just as it did in the ’thirties. And to business men 
who have followed the course of history in recent years, 
this outlook should not come as a surprise. State inter- 


* The Work Projects Administration puts unemployment at considerably 
more than 5,000,000. But the WPA, because its existence and expansion 
depend on it, has a vested interest in the unemployment problem and is 
prone to exaggerate it. Thus, WPA’s estimate includes unemployables, 
who cannot properly be classified as part of the nation’s labor force. 
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ventionism in business affairs has become a wor’ jwide 
phenomenon. In one country after another—Sovic: Ry: 
sia, Italy, Japan, Germany, and Great Britain—dep «ssiop 
and war have combined to force a revolution in t) © cy. 
tomary laissez faire ways of doing things. Thus, » hat \ 
happening and is to happen is not the wave of the | iture 
but rather the backwash of the past. 


Duality of Interest 

As far back as 1931, the British government inte: . ened 
to save the pound sterling from collapse in the tv reigy 
exchange market; the Exchange Equalisation Accouiit wa; 
established to do what previously the give-and-take of 
international trade was supposed to do. In Gernan 
Hitler created a military machine and ended unemplo 
ment. And in the United States, what President Fl oove- 
started with the RFC and misgivings, President loose 
velt has built up and broadened out into a huge organiz 
tion which reaches into every nook and cranny of ou 
economic life.* 

The 1930-33 downtrend gave government its big push 
into business—as we now know. During those years the 
conflict between the interests of society and the indi 
vidual came clearly into the open. Once business started 
to decline, self-survival compelled individual corporations 
and business men to cut down. They reduced employ 
ment, payrolls, production, and buying. And collective 
their individual actions proved to be detrimental to the 
interests of the business men, themselves, and of societ 
as a whole. For this collective curtailment deepened and 
prolonged the depression. 

Yet it is axiomatic that no single company can buck 
a broad decline in business. Suppose a manufacture: 
decided that in the public interest he would use his own 


* Here are some of the ramifications of government today: The R 
construction Finance Corp. is the country’s big defense lending agen: 
not only has it lent money to the British government, but it has ma 
extensive domestic loans for building industrial plants. So, when t! 
defense program ends, the RFC will be in business through owners! 
of numerous factories. The Agricultural Adjustment Administration 
regulating agriculture through price control and soil conservation measur 
The Securities and Exchange Commission supervises the stock and bor 
markets, takes an interest in commodities, passes on new capital issue 
and is administering the public utilities “death sentence.” 

The Federal Housing Administration, United States Housing Author 
ity, the Federal Home Loan Bank Board, and several other agencies ar 
in the field of home and home-equipment financing, competing a 
sometimes collaborating with commercial, savings, and mortgage bank 
The Social Security Béard has carved out a new niche for government 
operation, supervising old-age pensions, unemployment compensatio: 
and direct relief to widows, orphans, and the unfit-to-work. 

In the field of labor, the government has made great incursions, usua 
in the interest of an increasing share of corporate profits for workers 
The National Labor Relations Board enforces collective bargaining; the 
Wages and Hours Act sets minimum standards of working condition 
and wages. And the Department of Labor and the National Defens 
Mediation Board are active in trying to adjust disputes between en 
ployers and emplovees. 

The Federal Trade Commission, the Federal Communications Co: 
mission, the Federal Power Commission, the Food and Drug Administra 
tion, the Interstate Commerce Commission, and the Department © 
Justice are old-established agencies, but in recent years their operation 
have been steadily expanding—especially in the fields of merchandis 
ing (labeling of products), communications (radio), and trade practic 
and monopoly (Thurman Amold). 

Further, the government now regulates coal prices, administers powe' 
developments such as Bonneville and TVA and establishes yaristics 
prices, and is going in for regulation of oil and gasoline output an 
distribution more strongly than ever. And, through its fiscal progra 
of selling government bonds, spending money, and buying gold. the 
Treasury today exercises a dominant sway over banking operations an¢ 
the money markets. 
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THE GOVERNMENT'S RISING ROLE IN OUR ECONOMY 


1. Both receipts and expenditures have been 
going up sharply, 


| 


<—-TOTAL EXPENDITURES 


i 
Bars At show annual 
National Defense Expenditures NX~ 
V 


/ 


nN 
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2. Accounting for an increasing share of the 
national income 
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On the left you see the year-by-year record (since 1914) 
of federal receipts and expenditures. As yet, expenses are 
still under the World War peak, but in the current fiscal 
year cash outlays are likely to go well over the all-time 
top. The right-hand chart shows the proportion of the 
national income the government spends and collects. 
The receipts curve indicates the percentage of income 
withdrawn from citizens to pay for federal functions. The 


expenditures curve measures government participation in 
the national economy, representing as it does the amount 
of income (whether collected or borrowed) distributed hy 
the government to pay for goods and services. Note the 
rapid rate of expansion in both the receipts and expendi 
tures curves in recent vears. The inference is that govern 
ment is rapidly widening its sphere of influence over the 
country’s social and economic life. 


and his stockholders’ investment as a private unemploy- 
ment compensation fund and keep his workers on the 
job. In no time at all his surplus cash would be exhausted, 
his workers would be out of jobs anyway, and his com- 
petitors, who followed the dictates of laissez faire—curtail 
when you can’t sell—would have gobbled up his cus- 
tomers and become the successful survivors. Conse- 
quently, once business contraction gets under way, the 
individual or corporation tries to curtail promptly. And, 
after a while, the state has to step in to save the profit 
motive from the strangulation of its own compulsions.* 

All this, however, does not mean that private profits, 
as such, will cease to exist. Nor does it imply that private 
profits may not expand above current levels and some 
day—on a much higher volume of business than now— 
approach the levels of 1929 or 1917. But it does imply— 


*The American state today is better prepared for this role than 
ever before. Not only has the government personnel been tremendously 
augmented in recent years, but, through the operation of OPM and 
OPACS in regulating the flow of production during the defense effort, 
it has learned some of the techniques of economic direction and planning. 
During the depression, the government was forced to cope with an 
unemployment problem, and picked up valuable, though expensive, 
experience. 

At the outset, both Mr. Hoover and Mr. Roosevelt fumbled about, 
not quite sure how to tackle the problem. Boondoggling became one 
of the jokes of the period, as critics complained that the Roosevelt 
Administration couldn’t even figure out intelligent ways to spend money. 
Indeed, one of the commentaries on the lack of skill in spending was 
the failure, fiscal year after fiscal year, of actual cash outlays to come 
up to budgeted expenditures. Thus the recovery dream was always 
bigger than the realization; and throughout the Roosevelt regime—until 
defense came along—the unemployment problem was nowhere near 
solution. 
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and most decisively—that, although the hope of profits 
may still provide the chief incentive for individual busi 
ness, the operation of the profit motive will be limited 
by the dominant requirement of full employment for the 
people. The people, not only of this country, but of 
other countries, have seen how building a military ma 
chine can generate full-tilt industrial operations, how 
government financing of industrial expansion can achieve 
what private investment did in the twenties, and ‘teens, 
and before that—full employment of men, machines, 
and materials. 


Idle Men and Machines 


Is it conceivable then, that citizens of the United 
States, or of any other country, will be satisfied with a 
post-war economy in which poverty persists amid plenty? 
In which men and machines are idle because the outlook 
for profits is not sufficient to justify private enterprise in 
putting them to work? They are bound to ask, “If war 
can turn wheels, why can’t peace?” And the very ques 
tioning will precipitate its own answer. As Philip D 
Reed, chairman of the board of General Electric Co. 
has said, “Our political, social, and economic scheme of 
things after the war will resemble neither the 1920's nor 
the 1930’s. The war will advance by several decades the 
trends away from laissez faire and toward economic plan 
ning under government supervision.” 

Nor is Mr. Reed unique among business men. Edward 
R. Stettinius, Jr., former chairman of the board of the 
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RISE AND FALL IN NEW CAPITAL FLOTATIONS 
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Billions of Dollaors,Semiannually 
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Oote, Commercial and Financial Chronicle 


During the ‘twenties, when profits were on the rise, 
American corporations were anxious to expand their plant 
and equipment and investors were anxious to invest—as 
this chart of new capital flotations indicates. But through 
the thirties and into the first half of this year, both cor- 
porations and investors have not been over-anxious either 
to expand or invest. Result: new corporate capital flota- 
tions have fallen sharply from their 1928 and 1929 peaks. 


United States Steel Corp., has declared that the “goal of 
production shall not be profit alone. This is the spirit of 
our age.” And that assertion was made in 1937, long 
before Stettinius became a dollar-a-vear man with OPM 
in Washington. Apparently there is growing recognition 
that the profit system, as we have known it, has not done 
and is not doing the job that society, the investor, and the 
business man have come to expect of it. The economic 
sequence is this: 

Business men have had to work harder to earn less; 
therefore, the incentive to put private capital to work in 
new plant and equipment has diminished; therefore, pn- 
vate investment has declined and the government has 
taken up the slack; therefore, industry has not achieved 
what business men, themselves, and the public in general, 
want and need—a self-generating, ever-onward, ever- 
upward industrial spiral which, decade after decade, lifts 
the standard of living to new heights, both in terms of 
material things and in terms of employment. In short. 
private profits and private investment have not been able 
to keep pace with the steady growth of the country’s 
population. 


Forced to Make a Choice 

Thus, during the depression and in undertaking the de- 
fense effort, society was forced to make a choice between a 
rigid adherence to the profit ecenomy and satisfaction of 
the social and political demands of the moment. In the 
case of the depression, the choice was federal relief; in 
the second case, government financing of the armament 
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industry. And in the future, impelled by the m 
tory need to provide full employment for both me: 
machines, society will have to make similar adjustn 
The wise business man, whether he relishes the th: 
or not, will want to take this into account now. Pol 
forethought is fully as important in business pla: 
these days as calculation of ways and means to m: 
payroll, 


A Realistic Appraisal 

It is possible, of course, that after the defense prog: im, 
long-term private confidence will have a rebirth, ‘hat 
private investment will be resumed, that corporations ind 
investors will take up where they left off in the ‘thirties, 
and that the government will retrace its way back to the 
days when Andrew Mellon year by year reduced the 
federal debt. But before we accept any such conclusion 
as a basis for business decisions, we must first measure the 
prospect realistically. (Wish-thinking has no place in 
making business plans for the future.) And is it logical 
to expect an urgent, an assertive revival of private initia 
tive and investment with the trends in taxes and wages 
what they are? With government and labor squeezing 
more and more the profit margins of industry? 

In the face of the evidence it seems more reasonable to 
presume that, as the defense industries demobilize and 
men are mustered out of the armed forces, the job of 
stimulating full production and full employment will 
devolve upon society as a whole. That implies a tremen 
dous post-war task for business men, technicians, states 
men, and government officials—for men of vision with 
the know-how (BW—May10'41,p72). 


The Task, When Peace Comes... 

After all, it is comparatively easy to organize industn 
and society for national defense, where the specific re 
quirements are blueprintable—so many airplanes, tanks, 
guns, etc., requiring so much steel, aluminum, copper, etc. 
The specific objective—to beat Hitler—creates the work. 
But it is far more difficult to organize industry and society 
toward the social end of full employment. How shall we 
employ people? What shall we produce? In which 
plants? National defense has only pointed up the prob 
lem. It has not solved it. That is the task that lies ahead 
—for government and business men alike—when peace 
comes. 


REPRINTS AVAILABLE 


“National Defense and the Future of Profits” is 
another of Business Week’s special reports to execu- 
tives. Copies will be available in reprint form. Single 
copies will be mailed to Business Week readers upon 
request without charge. Additional copies will be billed 
at the rate of 10¢ apiece; quantity-order prices by 
arrangement. Requests for reprints, whether for single 
copies or for larger quantities, should be addressed to 
Willard Chevalier, Publisher, Business Week, 330 West 
42nd Street, New York, N. Y. 
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) “8 OST of the discoveries at Shell’s research solution is seldom good enough for today. 
6 Ne ec eee renee With 821 scientists and assistants, and an 
ork basic ingredient of TNT, out of painting ee “ a ee research facilities, 
ety was big news in the War and Navy Departments... _—* research Sig NONE T eee oe ” 
eal INT for the hig guns, bombs a Gut thaene the responsibility — assuming leadership. 
hich <-petential eupplice unlimited. For national de- In literally hundreds of instances, Shell lubri- 
oak, fense, oil research was going over with a bang! cation engineers have opened the way to 
sad The first commercial-scale toluene plant in increased production and lower operating costs 
sare America—to produce 2,000,000 gallons yearly— —by improving lubrication methods. 


was completed by Shell last December. And Shell 
scientists have now perfected a process for greatly 
expanding this production. 

Spectacular research! It has brought not only 
TNT—but a key to the production from petroleum 
of synthetic rubber, plastics, fertilizers, germi- 
cides, glycerine. Yet these are by-products... 


Before Shell industrial lubricants are offered 
to you, they are plant-tested—proved—under 
all kinds of actual operating conditions. 

With the use of Shell lubricants, you are 
assured the continued watchfulness of Shell men 
—a service which needs no prompting. 


» This research finds its main outlet in the con- Saar ane ; 
r stant improvement of Shell fuels and lubricants. Arte you quite sure that your plant has the benefit 
le of all that is new in lubrication, as it develops? 
n INDUSTRIAL LUBRICATION must now have the You will find a Shell man’s recommendations 
: benefit of all the skill which can be applied to it. entirely practical—and made with- 

7 It is the pace setter for production. Yesterday’s out obligation. 

0 
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SHELL INDUSTRIAL LUBRICATION 
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Huge Allis-Chalmers turbines create 
power to drive armament machinery. 


World's Largest Group of mercury arc 
rectifiers built by Allis-Chalmers to help 
produce aluminum for defense. 
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From the“Big Top'to F 


Allis-Chalmers Makes over 1600 Products— 
Backed by 90 Years’ Experience ! 


“Serene AIR FOR THE “BIG TOP” . . . cold 
4 steel for national defense—we make 
equipment that helps produce both! 

And that’s only part of the vitally im- 
portant industrial job Altis*Chalmers is 
doing today. For,no other company in the 
world makes as many types of capital 
goods. There are actually more than 1600 
kinds of Allis-Chalmers equipment to 
help industry and agriculture produce 
more efficiently...more economically. 

This broad scope of work—covering 
every field of industry—is the result of 
90 years’ experience in designing and man 
ufacturing capital goods. 

With such a background, we are able to 
offer you a Cooperative Engineering Serv- 


IN ANY OF THE 


FOLLOWING F 


Eid 
ELECTRICAL 
EQUIPMENT 


HYDRAULIC TURBINES 


aos CART 


MOTORS & TEXROPE 
V-BELT DRIVES 


ice that’s truly unique. Our engineers work 
in close cooperation with your technicians 
and operating men. Together—they study 
your equipment problems...and work out 
the answer from the viewpoint of your 
entire production process. 

As a result—you know in advance that 
the equipment Allis-Chalmers makes for you 
will work in perfect coordination with every 
other unit in your plant. 


, This is doubly important today, with de- 


fense orders calling for maximum output. 
No matter what you produce, you can 
count on Allis-Chalmers for cooperation. 
We'd like to give you the complete details 
of this money-saving service. 
ALLIS-CHALMERS MFG. CO., MILWAUKEE, WIS. 


ENGINES AND 
CONDENSERS 


HOW TO PRODUCE 
MORE FOR DEFENSE 


Imperative Demands for More Pro 


duction have been made on the Hark 
Davidson Motor Co., world’slargest man 


: facturer of motorcycles which are essenti: 

¥ to the army’s motorized units. 

r / Production in many parts of the b 

g Z $ “a Milwaukee plant has been increased 35 | 

bs ' R 40%, not by new machinery or plant e» 

3 aah pansion, but by increasing flexibilit 

‘ - , ; shop facilities. How? By quickly and e 
& Be nomically changing to Allis-Chalmer 

¥ Texrope Drives. Freed from central | 


shafts, individual machines can be shifted 
about and kept in continuous use. 


Capacity Increased 15 %— Foodstutl 
as well as guns are vital to defense. Tha 
why Finger Lake and Hudson Flour M 
at Geneva, N. Y. modernized with All 
Chalmers flour mill equipment. R: 
15% increased capacity...better grade « 
flour...60% saving in floor space...re¢ 
power consumption. 


These Allis-Chalmers 5,000-hp. 600-volt 
main roll motors help turn out steel for 
defense in 100-inch hot strip mill 


y study 
rk out 
f your 


ce that 
for you 
h every 


Low-Cost Record—Allis-Chalme: 
tractors play a big part in setting a low-cost 
excavation record for the world’s largest 
municipal airport near Mobile, Alabama 
Bulldozers, scrapers, and hard - workings 
Allis-Chalmers “HD 14” tractors level cla 
hills...fill in swamps...help resident en, 
neers rush work to completion. 
Allis-Chalmers “HD 14” tractors, fast 
and most powerful in the world, are vita 
contributors to speedy completion of na 


This Doughboy is uniformed and armed with the help of Allis-Chalmers equipment. tional defense projects. 
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For Money-Saving Equipment 
And Engineering Cooperation 


INDUSTRIAL TRACTORS 
& ROAD MACHINERY & 
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Why is it some letters lift them- 
selves right out of your mail and 
give you a sense of prestige be- 
fore you even read the contents? 
Often it is the typing. @ Com- 
panies of consequence stand- 
ardize on OtD TOWN’ Pure Silk, 
aristocrat of the typewriter rib- 
bon family. Because OLD TOWN 
produces bright, sparkling letters. 
Because OLD TOWN gives ‘‘tone”’ 
to executive correspondence. 


For your senior secretary—o 
free copy of our book ‘The 
Secret of Beautiful Letters 


‘OLD TOWN 
Fedbbons & 


“maxes acooo 
IMPRESSION” 


|) 7S0 PACIFIC ST. BKLYN NY 
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PRINTING PAPERS 


Trufect’ 
hi mfect’ 
M ult ifect 


Provide all the beauty 
of costly printing paper 
at the price 
of ordinary paper 


Manufactured by 


KIMBERLY-CLARK 
CORPORATION 


(Est. 1872) 
NEENAH, WISCONSIN 
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HOUSING 


|| Housing Cycle 

Defense urgencies bring 
advancement of new techniques 
and at same time result in a 
new plan of financing. 


Uncle Sam wants a lot of houses, he 
wants them in a hurry and he wants 
them cheap. To meet specifications like 
these, it is small wonder that house 
builders have been jarred loose from the 
tradition of centuries which dictated 
time-consuming and costly handsaw- 
and-hammer technique. ‘The demand 
today is for streamlined construction 
methods, including wider acceptance of 
prefabricated houses in some of which 
features of demountability have been 
incorporated. And to supplement these 
technological changes in low-cost hous- 
ing, there has also come a new method 
of financing home ownership based on 
proved principles of mutual insurance. 
e Toward Coordination—I'rom the phan- 
tasmagoria that characterized federal 
housing activities a few months ago, 
when more than a half dozen agencies 
were trying to find their place in the 
defense housing picture (BW —Apr.12 
’41,p43), some order is now apparent. 
Big hopes are tied to the new Division 
of Defense Housing Coordination, or- 
ganized by Administrator John M. Car- 
mody to unify the Federal Works 
Agency efforts. FWA is handling prac- 
tically all defense housing now that the 


Navy program is complete. Carmo: 
division holds weekly powwows at wh 
more than one hundred housing offic 
exchange ideas, walk the carpet wh 
delays are uncovered, or get a pat 
the head for an efficient bit of wo 

Apart from this, the Washingt 
scene is enlivened by a “one-man bui 
ing agency,” headed by Col. Lawre: 
Westbrook. An experienced practitio1 
in the field of low-cost housing (and 
successful rehabilitator of rural famili: 
for the FERA), Col. Westbrook w:s 

called in by Carmody last November : 

a special assistant. Westbrook had . 
unique plan for financing housing, ir 
the idea is being given a trial in thr 
places—Dallas, ‘Tex., and in Camden and 
Clark ‘Townships, in New Jersey. 

e@ Mutual Relationship—This financing 
scheme involves in part principles em 
ployed by the housing cooperatives in 
Europe and, with different application 
by mutual insurance companies in this 
country. In essence, it provides for th 
federal government (or private enter 
prise) to furnish initial capital and build 
housing facilities. ‘These are leased to 
families who become stockholders in a 
mutual housing corporation and pay off 
their obligations with small monthl 
payments equivalent to rent. 

There is no cash down payment; if 
the occupant is forced to move after the 
first year he receives half the value of 
his paid-up stock plus some balance in 
the general reserve fund, and at the end 
of 25 years all stock obligations will be 
paid for. The plan, which combines the 
advantages of home ownership with 
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ups. 


The portability of a house in the 
Indian Head, Md., housing project 
was demonstrated when workmen dis- 


mantled it, packed it on a truck, drove bad 
4 hours to a new location, then reas- the g 
sembled it (above)—all in 84 hours. quest 


New York * Chicago «+ Los Angeles 
\ “TRADE MARK } 
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AT THE “PREFAB LAB” 


ozen manufacturers and con- 
tractors will be given a chance to 
sho. their wares in prefabricated 
hov ng at the experimental hous- 
ing project in Indian Head, Md. 
At the beginning of this month, 
two contracts for 64 houses re- 
mained to be awarded, but ten of 
the builders, listed below, were 
alrcady on the job at work on 
orders for 586 houses costing a 
total of $1,699,335, an average of 
$2,900 apiece. 
Type of 
House Units 
E. F. Hauserman Co., 
Cleveland, Ohio Steel 
Standard Houses Corp., 
Chicago, Ill. Plywood 
Allied Housing Assoc., Inc., Pressed 
Langhorne, Pa. Board 
Home Building Corp., 
Kansas City, Mo. Plywood 
National Homes Corp., 
Lafavette, Ind. Plywood 
General Fabricators, Inc., Masonite 
Washington, D.C. Board 
Tenn. Coal, Iron & R.R. Co., 
Birmingham, Ala. Steel 
Lockwall House, Inc., 
New York City Plywood 
l. Calvin Owens, 
Bethesda, Md. Plywood 
Harwood-Nebel Co., Steel and 
Washington, D. C. Plywood 


ther advantages heretofore available 
nly through renting, is analogous to the 
clationship established between a mu 
wal Insurance company and its clients. 
Speed and Economy—The Westbrook 


rojyect at Camden, N. J., is the first to | 


completed. Aside from the novelty 
f its financing plan, the project wins 
listinction in speed and economy of 
onstruction. ‘To complete the 500- 
family unit quickly, a 100-day schedule 
as adopted and prefabrication methods 
ere employed. Field erection of 20 


houses a day (wood frame and plaster , 


onstruction) was made possible by jig 
abrication of panel sections and parti- 
tions in a temporary assembly shop near 
he site. Economies resulting from mass 
production made it possible to keep 
these houses within the $3,000-per-unit 
mit imposed by the Lanham Defense 
Housing Act. — 

Proponents of prefabrication have 
citicized the government’s delay in 
tuming to that type of construction in 
the housing emergency. Admittedly, 
there may be some cause for criticism, 
ut the problem is not a simple one. 
First, the prefabricators already in the 


business were not ready to undertake | 


immediately the volume of work pro- 
ected, since they had never had enough 
business to support mass-production set- 
ups. Besides, their designs did not in- 
clude the demountability feature that 
the government thought necessary. The 
question of labor’s attitude was also im- 
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REEN HANDS” 


Can Conserve Precious —) 


Spoilage of materials in metal finishing - 


_ can be virtually eliminated by equipping 
“evens with accurate automatic Foxboro 


With plating tanks under Foxboro Tem- 


perature Conirol, metal thi is easil 
held to i... metal is conserved. 


/ 


; 


OUR priorities probably can replace any 

vital materials spoiled by inexperienced 
workmen. But what about the time... the 
delays in your deliveries? 

Leading industries employed on defense 
contracts have found the way to block such 
losses at their source ... by equipping every 
critical operation with automatic Foxboro 
Measurement or Control Systems. With this 
unerring guidance, ‘green hands’ need but 
a few days’ training to produce uniformly 
accurate results...even “old hands’ work 
with greater assurance. Spoiluge drops to 
negligible minimums .. . output is stepped-up 
... quality is automatically maintained! 

Wherever your production speed or qual 
ity depends in any way upon controlled 
temperature, pressure or fluid flow, Foxboro 
Instrument Systems can help you eliminate 
the uncertainties of manual operation. Write 
us your problem. The Foxboro Company 
120 Neponset Avenue, Foxboro, Mass., U.S. A. 


OXBOR 


REG. U. S. PAT. OFF. 


MEASUREMENT AND CONTROL SYSTEMS 


DED 


on 
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ACCURATE 
FIGURES 


.are an important 
factor in all defense 
plans and operations. 


* 


The Fridén Super-matic 
Tabulating Model “ST- 
10” provides figures 
RAPIDLY and ACCUR- 
ATELY. Try these amaz- | 
ing Calculators on your 
own work. 


* * 


Fridén Automatic Calcula- 
tors are Sold and Serviced 
by a Factory trained 
personnel in over 250 
Company controlled Sales 
Agencies throughout the 
United States and Canada. 


FRIDEN 


CALCULATING MACHINE CO. INC 
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TVA is experimenting with “unit- 
built” demountable houses, made up 
of a number of sections which can be 


unbolted and moved separately on 
trailers. In assembly job, sections are 
rolled into place along parallel rails 


portant, since the craft unions, particu- 
larly, have opposed prefabrication. And 
building codes, in many places as out 
moded as the horse and buggy, challenge 
even the suggestion of prefabrication 
and the materials proposed for its use. 

The focus of interest in the processes 
of prefabrication is the Indian Head 
(Md.) “prefab lab” of the Public Build- 


At the USHA project in Newport, 
R. I., the “site-assembly” construction 
technique is being used. Sometimes 


ings Administration. Here 650 hou 
are being erected by a dozen contracto 
ten of them are already at work—b: th 
as a demonstration of what can be don 
by prefabrication and also to 
workers engaged at a nearby naval pow 
der loading plant. Special attention ; 
being given to demountability features 
so that the houses can be taken down 


hoi ( 


the whole roof frame of a house is 
assembled on the ground, then hoisted 
into place by a crane when finished. 
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with ease and shipped elsewhere for 
erection after the emergency is passed. 
\ test made of one type of louse last 
mnonth showed that it could be dis- 
mantled, taken on a four-hour journey to 
4 new location and reassembled in a total 
of eight and one-half hours. ‘The net loss 
in materials not reusable after the $2,950 
house was moved was about $150. 

With more than concrete dams up 

its sleeve, the ‘Tennessee Valley Author 
ity has brought to light its experiments 
with “unit-built” demountable houses. 
So impressed were FWA officials that 
TVA was given a contract to furnish 
150 houses, which are now nearing com- 
pletion at Muscle Shoals, Ala. 
e Built in Sections—The TVA _ houses 
are built in sections, each section being 
a complete unit of the building, includ- 
ing floors, walls, ceilings and roofs (BW 
—Apr.5'41,p46). Fixed in their appro- 
priate places as an integral part of a unit 
are the electric wiring, plumbing, bath- 
room, kitchen, windows, screens, doors, 
and kitchen cabinet. 

Long an experimenter with low-cost 
demountable housing needed in connec- 
tion with dam-construction activities, 
TVA evolved a mass-production process 
whereby house-sections are fabricated on 
a frame riding on top of parallel rails. 
The rails facilitate movement of the 
sections, which are mounted on small 
wheels. An entire house, consisting of 
several units, is put together at one 
time; the units can be unbolted, lifted 
on a trailer, and moved to the site for 
final assembly. ‘The latter is done by 
four workmen in about four hours. 

Construction materials are similar to 
those which are finding wide use in 
prefabricated housing. ‘The framework 
is wood, and the exterior sheathing is 
Homasote wallboard, a re-pulped news- 
paper mixture which is made fire- and 
moisture-proof and pressed into sheets. 
This is a lightweight material, said to 
have a good deal of structural rigidity. 

e Aiding Private Builders—IVA, now 
satished with the commercial practica- 
bility of the construction method, is 
actively interested in making its use to 
all private builders who wish to avail 


themselves of it. In that connection, | 


recently it rendered assistance to Alger- 
non Blair, a contractor of Montgomery, 


Ala., who was successful in making the | 
low bid on a defense project of 300 | 


houses in west Tennessee. 

Interestingly enough, the Rural Elec- 
trification Administration, which was in 
urgent need of houses for power-plant 
operators in that vicinity, went to Mr. 
Blair and purchased ten units for this 
purpose. This transaction might be re- 


garded as the first retail sale of houses so | 


constructed and may be indicative of 
the manner in which demountable 
houses might eventually reach the gen- 
eral public. 

®@ Site-Assembly Method—Another fast 
construction technique is embodied in 
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HOW TO MAKE A PRACTICAL BUYER 


SHELF-CONSCIOLS 


QUICK FACTS ABOUT THIS PACKAGE 
ce corrugated con- 
struction, tuck-in flaps two ends. 
_" from 7s" x 7a" & aie" to 
meee « VV" x 3" Six box sizes 
i medate 34 belt sizes. Colors, 
orange printed in black. 


Rugged one-pie 


SHELF PACKAGES win attention, win customers, when design, color 
and utility combine to make both package and product stand out. 
That’s why The Dayton Rubber Manufacturing Company, world’s 
largest manufacturer of V-belts, markets a wide size-range of belts 
in a family of sturdy, colorful H & D corrugated boxes. 

Distributors prefer a packaged sales-appeal, especially when, as in 
this instance, it also saves storage space, simplifies handling, keeps 
merchandise in A-1 salable condition. 

For 50 years Hinde & Dauch has designed and manufactured corru- 
gated shipping boxes and corrugated packages for business. Thus, in 
the H & D Package Laboratory, cumulative experience has created a 
reservoir of corrugated packaging ideas—for protection—for display 
—for specific needs. Here, packages take on new life born of techniques 
contributed by proved methods. 

Because of this backlog of practical experience, H & D Package 
Engineers can make an important contribution to your packaging 
requirements . . . can tell you how, when, why and where your pack- 
aging can be made more effective, more economical. Manufacturers 
in many varied lines are already using this consultation service freely 
and without obligation. Make a note to send your next packaging 


question or problem to H & D for analysis and recommendation. 


HINDE & DAUCH Qthenity ox Packaging 


4161 DECATUR STREET, SANDUSKY, OHIO 


FACTORIES in Baltimore e Boston e Buffalo . Chicago . Cleveland 2 Detroit 
Gloucester, N. J. Hoboken e Kansas City, Kans. e Lenoir, N. C. a Montreal 
Muncie, Ind. . Richmond, Va. . St. Leuis e Sandusky, O. e Toronto 
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As Americans, proud of the 
part we have in our Country's De- 
fense, we take pride in presenting 
again these three advertisements. 
They speak for themselves. Even 
their headlines will tell you how 
vital are the services performed 
by Frick Refrigeration. Let us 
quote on your cooling needs. 


efense 


At ome fields, in camps, munitions plants, 
and on navel and 


«Hy theusends ef Frick cooling systems 
helped America win in 1917-18. 


Teday, refrigerating, ice-making and aircon- 
ditioning one pare * —— more import- 
ant pert. “eold” as 

never before. Quick-frezen foods or are stored by 
the the miliione ef pounds. Frick machines ere 
even instalied in many VU. submarines. 


And find it the answer to the 
vitel problem of providing fresh 
foods and cold drinking water for 
their crews. 

In addition to numerous 
marines, Frick Refrigeration is 
and 
the 


Proud of in 
Nation's “First 1 oe Defense. 


Natonel Cefense will be speeded when 


Gigantic New 

War Dept. Bldg. 

Air Conditioned 
with 


FRICK CO. Waynesboro, Penne. 


> Refrigeration 


| out on the floor. 
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DEFENSE HOUSING 


| One of the biggest troubles of the 


Division of Defense Housing Co-ordi- 
nation has been housing itself. A part 
of the staff, the Homes Registration 
Division, has been moved into an old 
stable—just across the street from the 
boss, Charles F. Palmer, whose office 
is in an old residence. Conditions like 
this are causing the Administration to 


think about moving non-defense agen- 
cies away from Washington (BW — 
Jun.21'41,p8)—for example, the In 
terstate Commerce Commission to 
Chicago; the Securities and Exchange 
Commission to New York; the Farm 
Credit Administration to St. Louis. 
However, there have been some objec 
tions from congressmen who are afraid 
agencies may get out of control if they 
leave the seat of federal authority. 


the “site-assembly” process by which 


_ factory production methods have been 


instituted right on the ground. One 
good example of this is provided by the 
538-family USHA project in Newport, 
R. I., where the contractor, M. Spinelli 
& Sons of Boston, has gone so far as 
to build whole roofs, complete with 
shingles, on the ground and then swing 
them into place with cranes. 

The system used at Newport revolves 
around a long platform equipped with 
jigs and other devices for laying out 
frames of whole walls, the lumber hav- 
ing been cut previously to exact size by 
saws located near one end of the plat- 
form. The patterns on the platform are 


| designed to provide openings for doors 


and windows, thus eliminating the neces- 
sity for cutting and fitting after the wall 
frames are erected. After the wall frames 
leave the platform, they are taken by 
truck to the site of a house and laid 
Siding is nailed on 
and windows are installed before the 
walls are raised into place. An interest- 
ing feature of the plan includes the 
use of large hinges, fastened to the 
flooring and the walls to permit easy 
hoisting of the wall, at the same time 
keeping it securely in position. The 
wall is then nailed in place and the 


hinges removed to be used elsewhere. 
@ Steel’s Housing Rdéle—Steel had a look- 
in on earlier defense ere particu- 
larly in connection with Navy require- 
ments, but industrial buildings, guns, 
tanks and ships take precedence over 
housing and for the time being at least 
steel has more important rdles to fill. 
Tennessee Coal, Iron & Railroad Co., 
United States Steel Corp. subsidiary, 
developed a demountable prefabricated 
house (BW —Oct.28'39,p20) for the use 
of the Navy at Quantico and Newport 
News, Va., and the Stran Steel patented 
construction technique, developed by 
the Great Lakes Steel Corp. is being 
used by the Navy in a 1,042-family unit 
project at Norfolk, Va. 

Concrete, too—in prefabricated slabs— 
has made its bid for attention in the 
low-cost housing field, particularly on 
the West Coast (BW —Mar.1’41,p18) 
Biggest drawback to use of concrete, 
however, is that this material is too 
heavy, when demountability and _porta- 
bility features must be considered. 

Innovations in housing find expression 
in the “cotton house” developed by the 
Department of Agriculture, and the stec! 
grain-bin redesigned for living quarters 
and titled the “Dymaxion Deployment 
Unit” (BW —May17’41 ,p20). 
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A good life work 
Jor any man 


“You find quite a few grizzled veterans 
among the country’s automobile dealers. 


In their business lifetime, the auto- 


mobile has grown from a rich man’s 


luxury and a mechanic's toy to the finest 
and most dependable personal trans- 
portation ever ‘Rnows to mankind. 


They have seen habits change, horizons 
grow, living expand as cars grew 
more convenient, more reliable and | 


more useful. 


To grow along with it hasn’t been easy. 


They've had to do more than sell cars 
— they have developed trained service 
staffs to keep cars in operation, no 


matter how many years they are driven. 


They have helped create a whole new 
business—the used-car business— which 
‘provides a : market: for the man with a 
ispose of, and a place to buy 
for folks who want to make a little 


tation money go a long way. 
Thy have ag any ine how 


to drive, have helped young people 
“budget-buy” their first automobile, 
have been friend, guide and counselor 
to countless iets in many. dif- 


. ferent ways. . 


cid eee dioet lice goes 


businessmen too, providing for their 
own, giving employment and oppor- 
tunity to others, meeting, pay rolls, 


~ paying taxes, owning property — busi- 
nessmen doing their full share in 


~ local community affairs. 


Thus to General Motors, as to their 
_ friends and acquaintances in their home 


towns, they aretruly partners in progress. 


And so as they look back now over 


their own careers and on into the future, 


they may well my, eee is a good life 


work for any man.’ 


PROGRESS 
through 


SERVICE 


He Mate 
ines ion 
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Saving Salesmen 


Facing fact that they no 
longer have anything to sell, 
many firms find important new 
uses for their selling staffs. 


AVAILABLE—Young married man, 4], 
American-born, hardworking, intelligent, seek- 
ing new legitimate proposition. . . . Until 
recently associated with outstanding branded 
hosiery manufacturer as exclusive New York 
City sales representative—N. Y. Times, Aug. 7 

Many a salesman these days is adrift 
on a sea of orders without a drop of 
merchandise. Eventually, he may find 
himself in the fix of the hosiery sales- 
man above. ‘lhe sales managers are just 
as worried as their men. In June, at the 
National Federation of Sales Executives 
convention, they anxiously discussed the 
problem of what to do with their sales 
forces as rationing reduced the supply of 
goods and increased purchasing power 
lifted demand to the point where it 
needed little or no stimulation. It is 

problem already real and critical for 

the manufacturers of durable consumer 
goods, but even producers of textiles, 
shoes, and other nondurable goods, 
which are not now competing with the 
military for available supplies, see the 
handwriting of a wartime economy on 
the wall. 
@ Just the Beginning—Yet, 
ecutive knows, the problem now is 
merely in its initial stages. Salesmen— 
ordinarily the eyes, ears, and throat of 
the marketing process—so far have been 
most affected in the metal, chemical and 
fabric industries. ‘This month the mal- 
ady is being felt by others. By next 
month many more salesmen are ex- 
pected to be in the ranks of Saturday’s 
children. 

One ray of hope, however, lies in the 

fact that conferences and surveys are 
beginning to evolve the first rough reme- 
dial formula. Not every job can be 
saved, of course, but expensive and long- 
cultivated sales organizations may at 
least survive with some semblance of 
pep and discipline. 
e@ Goodwill Tours—Schemes to keep 
salesmen profitably occupied are fairly 
well standardized. Dealer-customer prop- 
aganda, in the form of out-and-out good- 
will tours, is practiced 100%. Object, 
of course, is to prevent the manufacturer 
from getting a bad name because of 
slow or nonexistent deliveries. Hence, 
salesmen are required to buck up on 
their OPM and OPACS alibis, glibly 
giving customers such a resounding ver- 
bal slap on the back that the echo will 
adhere into postwar times. 


as Cvery Cx- 
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Another angle is teaching the dealer 

to sell better. Some manufacturers put 
their salesmen directly into the dealer's 
establishment as school teachers. Others 
simply deliver a lecture without demon- 
strations. But all of them harp on two 
points—don’t let a sale get away; and 
don't sell cheap merchandise in the 
middle of a boom. 
e “Just in Case”—Market revision work 
ranks No. 2 as an emergency occupation. 
This entails studying the customer's in- 
ventory, sales turnover, future financial 
position, etc. It also involves hunting up 
lists of good prospects and cultivating 
them—just in case. Smaller firms have 
added two further variations in this 
category: (1) They get salesmen to do 
the type of analytical work which big- 
ger firms can allot to a full- fledged mar- 
ket research department; and (2) they 
send salesmen out to dig for defense 
orders, either as prime contractor or— 
more often—as subcontractor. 

Developmental work, such as keeping 
an ear to the ground for new products 
or finding new uses for old products, is 
also falling more and more to the sales- 
man’s lot. 

e As an Expediter—Homework in the 
main office ranks third as a remedy. 
Although fill-in labor is one extensive 
(and perhaps bad) phase of it, the really 
big idea is to turn the salesman into an 
expediter on raw-material supplies. This 
means he must contact makers of raw 
materials, and turn his well-trained tal- 
ents of persuasion to the job of getting 


suppliers to put through orders 
as possible; if that isn’t fast eno 
is supposed to collaborate on the , 
up of substitutes. 

Salesmen not occupied in such 
ing and lubricating expeditio: 
treated to sales courses by some 
facturers, or act as teachers for ne 
colleagues. Still another occupati 
ported by about 15% of war-a 
manufacturers—is the revision of 
logues, promotion material, direct 
and similar sales aids. Of cow 
many a small company, already 
fast in the squeeze, salesmen are a 
keeping books, even running 
Training courses in various factory 
skills are already coming in vogue 
e@ Product Revision—lourth and | 
the major plans to maintain sales n 
is product revision. One objective 
is to educate customers in the accept. 
of products which contain substitut: 
have been simplified in design and co 
struction. Another is to sell. lines whic 
previously have been dead, or new lin 
just emerging as war stop-gaps. Once big 
company in the aluminum kitchen- 
field is attempting to hold its int 
door sales force together by equipping 
them with new lines of  glasswar 
knives, and other household products 
Emphasis is naturally put on lines whic 
are as non-competitive as possible wit! 
aluminum kitchenware, for the compan 
does not want to sell itself out of it 
post-war market. 

Adoption of any or all of the fou 
major plans, however, fails frequently t 
solve the dilemma of financing the sales 
department. A few manufacturers |iay¢ 
already begun to dismiss some of thicir 
men, though dismissals—thus far at least 


a 


TRAFFIC BRIDGE 


A $10,000 experimental bridge built 
—in three sections—at the Toccoa, 
Ga., plant of the R. G. LeTourneau 


Co., has been erected at the inters¢ 
tion of Peachtree and Wesley Roads 
in Atlanta, to relieve traffic congestio». 
If it’s successful, ten more will be bu:'t 
for other Atlanta intersections. 
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No. 1 Route to Lower Transportation Costs 


DAY, as never before, America faces the need 
to move men and materials quickly and eco- 
nomically. Our automotive transportation system 
is meeting a large and important part of that need 
with a degree of capacity, speed, fiexibility and 
efficiency that never has been attained before, and 
that has no equal in the world. Continuous and 
correlated improvements in fuels and engines by 
the petroleum and automotive industries have re- 
sulted in performance and economy gains which 
have contributed much toward the development of 
automotive transportation to its present position. 
It is to the advantage of every commercial ve- 
hicle operator to make sure that he is realizing full 
benefits from today’s better fuels and engines, 
which provide the Number 1 route to still better 
and more economical transportation. 


The chart at therightshows how refiners, through 
the use of new refining methods and anti-knock 
fluids, have continuously raised the anti-knock 
quality (octane number) of regular gasoline. 

By using today’s better gasolines in modern 
high compression engines or in older engines that 
have been modernized to take advantage of to- 
day’s gasoline, many fleet operators have been able 
to reduce their costs per ton-mile or passenger-mile. 
For in addition to gains in mileage, operators re- 
port gains in operating speed, schedule time or pay- 
load. 

Ethyl engineers are assisting fleet operators to 


make the most of modern gasoline. Just as they 
work with the automotive and petroleum indus- 
tries to improve engines and fuels, so they coop- 
erate with commercial operators to help them re- 
alize in practical operation the progress made in 
the laboratory and on the proving ground. 

For information as to how Ethyl engineers can 
help you take advantage of better gasolines, write 
to Fleet Division, Ethyl Gasoline Corporation, 
Chrysler Buiiding, New York City. 


TREND IN ANTIKNOCK VALUE OF 
REGULAR GASOLINES SOLD IN 
THE UNITED STATES, 1936-1941 


| 


T 


OCTANE NUMBER.AS.T.M MOTOR METHOD 


THIS UPWARD TREND of gasoline anti-knock quality can help bring 
transportation costs down. Each improvement offers commercial 
operators an opportunity for better and more economical operation. 


Better and more economical transportation through 


ETHYL RESEARCH and SERVICE 
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HELP ww sevectine 
YOUR NEW ADVERTISING AGENCY 


To select the right agency for the unusual times ahead, 
you must interview a group of those most likely able 
to serve you. 6 reasons why we belong im that group 
1, We offer the advantages of a small agency with a 
large agency trained staff. 2. Our principals have di- 
rected their own commercial businesses. 3. We spend 
more time in the field than most agencies. 4. Testing is 
a fundamental with us—for greater advertising results. 
5S. We know how to use advertising to do many jobs 
(other than move merchandise). 6. We serve a diversi 
fied group of national accounts—from class to industrial, 
from package goods to service 

Further facts in our new 5-minute folder, “ Business 

Men Handle My Advertising’ Write for your copy 


J. M. HICKERSON Inc. 


Advertising Agency Service 
110 East 42nd Street, New York * MUrray Hill 3.7426 


\Y/ HEREVER tacking, stapling or fasten- 
ing is done—in plant or shipping room 
—Model T-1 HANSCO One-Hand Tacker 
is not only faster but safer! Drives T-head 
Hansen Tacks in 4 lengths, 3/16" to 1/2". 
Hold Tacker in one hand—material in 
other—tack fast as you grip. Compact. 
Easily portable. Self-contained. Flush 
front for close spaces. Submit your tack- 
ing problems. Ask for Folder. 


A L.HANSEN MES. 5130 RAVENswooo ave 


co. CHICAGO. ILL. 


*P. S. Why don't you? ... 
Just phone The Ediphone, your city, or 
write Dept. mas A. Edison, Inc., 
West Orange, N. J. (or) Thomas A. Edi- 
son of Canada, Led., 610 Bay St., Toronto. 


EDISON 
VOICEWRITER 
Ediphone 
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FOR THE WORKING GIRL 


Following the lead of the Bureau of 
Home Economics in designing uni- 
forms for women on defense jobs, Na- 


tional Youth Administration for II); 
nois last week introduced outfits (1. t 
rt.) for aviation ground workers, ma 
chine operators, welders, wood-shop 
workers, and wood-shop employees. 


—are much lower than imagined. Rea- 
son is that this scheme is too risky. Big, 
well-healed firms are on the lookout for 
top-caliber employees fired by little 
manufacturers, wherefore firing is at a 
minimum as long as cash is available. 
@ Adjusted Remuneration—More preva- 
lent are salary and commission revisions. 
Opinion is very hazy as to how these 
should be adjusted without grumbling, 
but by next year it’s expected that the 
following practices will become fairly 
general: 

(1) Salesmen working on salary plus 
commission may be changed to straight 
salary for the duration. 

(2) Commissions, where retained, will 
| be eliminated on certain types of orders. 

(3) Commissions will be credited and 
paid only as goods are delivered—not on 
receipt of orders (when some magnani- 
mous firms previously issued credits). 

@ Ironing Out Inequalities—As a corol- 
lary to salary revision, virtually all manu- 
facturers are smoothing out inequalities 
in sales territories. Wherever salesmen 
have been stuck with traditionally poor 
pay dirt, slow accounts, etc., they are 
being given enough new accounts (from 
somebody else’s list) to make them feel 
happy. It is figured that this is good 


psychology at a time when morale 


| threatens to ebb. 


In the same vein are changes in the 
status of the manufacturers’ representa- 
tives. Wherever these are deemed to be 
getting unduly rich, commissions are 


| revised or credits are eliminated on 


defense and “‘over-the-transom”’ orders. 


A-B-C Legal Test 


FDA seizure, fought by 
American Stores, is expected to 


bring first court showdown on 
future of grade-labeling. 


Food and Drug Administration men 
from Commissioner W. G. Campbell 
down are going about these days with 
wary tread and crossed fingers, hoping 
fervently that nothing happens to pre 
vent a prospective first court trial involy 
ing grade-labeled canned goods and the 
Agricultural Marketing Service A-B-C 
grades, which are coming more and more 
,into fashion in the food trade. 

The prospective trial arises out of 
nearly 50 seizures made by FDA over 
the last several months of canned goods 
labeled either “Grade A” or “Fancy 
(BW —Apr.19’41,p59), but which FDA 
alleges do not come up to grades estab- 
lished by AMS. (Only three seizures 
were of products labeled “Grade A,” all 
distributed by chain stores; others were 
labeled “Fancy,” which FDA contends 
is associated in the trade and by con- 
sumers with “Grade A.”) FDA holds 
this to be misbranding subject to prose- 
cution under the food and drug law. 

@ One Claimant Fights—So far only one 
claimant has indicated an intention to 
fight the charges; others have let their 
cases go by default. In Philadelphia, 
American Stores Co., one of the big food 
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FOR SELL 


New York City’s Criminal Courts Building, 
costing $19,000,000, is the largest municipal 
structure in the world. It’s a typical example 
of the commercial type of engineered building 
designed and built by readers of Engineering 
News-Record and Construction Methods. 

It was completed in one year by the Cauld- 
well - Wingate Company, which purchased 
building materials. Paul W. Gens*, vice presi- 
dent, and Jacob Feld*, consulting engineer, 
were in charge of construction. The Bethle- 
hem Steel Company manufactured and erected 
structural steel. 

The job was under the direct supervision of 
the Department of Public Works, which pass- 
ed on all specifications and purchases. En- 
gineers in charge—Irving A. Huie*, Commis- 
sioner of Public Works, J. Frank Johnson*, 
chief engineer, and William Elliott*, tests en- 
gineer. The PWA (New York) representative 
engineer on the job—G. F. Bailey*. 

Architects were Corbett and MacMurray, 
who drew original plans and specifications. 

Here’s how the specifying and buying in- 
fluences on this job were covered by Engineer- 
ing News-Record and Construction Methods 
paid subscribers: 

Cauldwell-Wingate Co.-9 ENR, 5 CM; 
Dept. of Public Works—78 ENR, 26 CM; 
Bethlehem Steel Co.—100 ENR, 43 CM; PWA 
(New York)—14 ENR, 11 CM; Corbete & 
MacMurray—1 ENR, 1 CM. 

*Readers of ENR or CM. 


A. E. Paxton, Manager 


McGraw-Hill Bldg., New York City 
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NG BUILDING PRODUCTS 


your prospects offer dozens 
of SUGGESTIONS... 


Suppose a large group of your prospective customers frankly 
suggested to you the best way to sell them your products . . . 

Incredible? Not at all. For that’s just what hundreds of 
them have done. 

We talked to designers and builders of engineered build- 
ings—consultants (in engineering and architectural firms), 
(2) owners’ staff engineers and (3) contractors—men who do 
the specifying and buying on commercial, public and indus- 
trial buildings and mass housing. 

We asked them what they wanted to know about building 
products. They said they wanted informative, helpful, tech- 
nical information. And they volunteered dozens of practical 
suggestions on how to present it. 

In fact, their comments are packed with tips on selling 
building products . . . valuable suggestions for sales and 
advertising managers . . . guides to direct selling campaigns 
as well as sources of copy material. 

Reports of these interviews with engineers and contractors 


are yours for the asking. Just use the coupon. 


ENGINEERING NEWS-RECORD 
CONSTRUCTION METHODS 


McGRAW-HILL PUBLICATIONS @ McGRAW-HILL BUILDING, NEW Y.ORK 


ARMY CAMPS + AIKPORTS + SHIPWAYS * DOCKS + AIR BASES * HOTELS 

WATERWORKS + OFFICE BUILDINGS * BRIDGES + DAMS + SHIPYARDS 

TUNNELS + NAVAL BASES * HIGHWAYS * MASS HOUSING * WATERWAYS 
SEWAGE DISPOSAL + PIPE LINES * DRAINAGE 


Engineering News-Record and Construction Methods 


Please send me weekly reports entitled “Tips On 
Selling Building Materials and Equipment.” 


This is the Quietest 
Crane tn the Plant 


YES-AND THAT MEANS 


~ 


hi 


[13 LONGER-WEARING, 100 
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“A barking dog never bites” —but a 
noisy crane will always pinch your 
purse—for every screech, thump, and 
growl means wear. And you can’t 
have wear without expense. 

A quiet crane is a long-wearing 
crane. Therefore, experienced 
Whiting engineers have designed 


Whiting electric traveling cranes 
especially for smooth, quiet opera- 


TAPERED TREAD 
DRIVE WHEELS 
Reduce Noise and Wear 
in WHITING CRANES 


Whiting cranes 
are kept squarely 
on the runway, 
and binding is pre- 
vented by use of 
tapered treads on 
the drive wheels. 


OVERHEAD TRAVELING 
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tion. Close attention has been given 
to the design of every vital wearing 
part. 

Herringbone gears, precision-cut 
for perfect mesh, transmit power 
efficiently and outlast conventional 
spur gears at least two to one. Heavy 
duty anti-friction roller bearings are 
used to maintain gears in accurate 
alignment, reduce wear, and cut 
power consumption. 

Extra-quiet, long-wearing Whiting 
cranes are available in capacities 
from one to 400 tons. Whiting Cor- 
poration, 15661 Lathrop Ave., Harvey, 
Ill. Builders of quality 
cranes for over fifty years. 

Send for Booklet “How 
to Write a Traveling 
Crane Specification.” 


CRANES 


chains, apparently intends to 

FDA’s seizure of some of its < 
| corn, labeled both “Fancy” and ° 
| A,” which FDA charges actually , 

B and C. 

Not only is American Stores see: 
heading for a fight, but it has join: 
issue so that it the case goes to t 
will provide the first clear-cut dc 
on the legal validity of AMS grades 
available for 39 products) and gi 

| methods. ‘hese grades have been 
| for years in commercial practice 
their validity never has been quest: 
| in court. FDA has seized grade-la| 
| products from time to time in past | 
but no case ever has been contested 
@ Company’s Position—In the Amc 
Stores case, the company insists tha 
corn, packed for it by Ladoga Caniin, 
Co., Indianapolis, “‘was and 1s” grad 
Before FDA seized the goods, it took 
samples of the corn in Philadelphia and 
had them tested for grade by AMS 
graders. ‘he verdict was that the sam. 
ples fell below grade A. But Ladoga, 
which is really pushing the case, says it 
holds an AMS grade A certificate cover 
ing six cans taken from the same 
Inevitably the trial will turn on the valid 
ity of AMS grades and grading methods 
DA's eagerness for a full-dress court 
trial involving AMS grades does not re 
sult from any desire to torpedo the AMS 
system or the rapidly-growing grade 
labeling movement. FDA is wholeheart- 
edly behind the movement and has been 
for years. However, it realizes that if the 
program is to advance sensibly and sol 
idly it must rest on a firm foundation 
A court decision establishing validity of 
AMS grades would provide this founda 
tion. Campbell has been hoping for 
years to get a court decision, but until 
now has found no one willing to fight. 
@ Meaning of a Decision—If the decision 
favors the government, Campbell in- 
tends to survey the food markets and 
gather in grade-labeled canned goods 
which don’t come up to grades. Thus 
consumers will be assured that A-B-C 
| labels mean what they say. 
If the government loses, it may mean 
| good-bye to the grade-labeling move 
ment for years to come, for the proba 
bility is that an adverse decision would 
invalidate for all practical purposes the 
grades so far established by AMS. It 
| probably would compel the setting up of 
| new standards on a different basis, a job 
| which would take years and for which 
AMS isn’t equipped. Meanwhile, grad« 
labeling opponents would make grand 
capital of the government’s failure to 
sustain its case. 
e AMS’s Attitude—Paul S. Williams, 
AMS senior marketing specialist 
charge of the food-standards project, 11 
sists he welcomes a court trial. He voic« 
absolute confidence in FDA’s intentio1 
and promises 100% cooperation. 
Actually, FDA was forced to begin it 


seizure campaign because of the rapi 
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recent growth of the grade-labeling 
movement. Great Atlantic & Pacific Tea 
Co. announced it was placing its entire 
line of canned fruits and vegetables 
ynder grade labels (BW —Jan.11°41,p32), 
and other chain stores have taken to 
rade labels on an experimental basis in 
cooperation with the National Con- 
sumer-Retailer Council (BW —Nov.30 
'40,p27). Consumer organizations, par- 
ticularly those affiliated with N.C.R.C. 
were publicizing grade-labeling all over 
the country, and canners were falling 
over themselves to get in under AMS 
continuous inspection service (BW — 
May17’41,p62), which would permit 
them to prefix their A-B-C label state- 
ments with the initials “U.S.” and to 
use a label statement showing their 
goods were packed under continuous 
government supervision. 

e Need fot Control—Campbell knew 
from experience that a movement like 
this would soon get out of control unless 
some brakes were applied. If it became 
known in the trade that consumers liked 
the idea of having A-B-C designations on 
their labels, and that FDA wouldn't 
seize grade-labeled products because of 
doubt that it could sustain its cases, a 
certain result would be flooding of the 
markets with below-grade stuff bearing 
higher-grade designations. So FDA 
served notice that grade-labeled canned 
goods would have to be what they pur- 
ported to be. While some consumer 
groups view Campbell’s actions as hos- 
tile to grade-labeling, other consumer 
groups are supporting him. 

The AMS grades have been evolved 
over a period of years. First authority 
for the government to establish grades 
for canned goods was in the U.S. Ware- 
house Act of Aug. 11, 1926. Curiously 
enough, canners, who now fight grade 
labeling (with some exceptions), were 
largely responsible for the idea. They 
needed some official certificate to present 
to banks to show the quality of canned 
goods on which they wanted to borrow 
money. 
¢ Grant of Authority—In 1931, AMS 
(then Bureau of Agricultural Economics) 
was given direct authority to establish 
standards for commercial transactions 
apart from those covered by the Ware- 
house Act. It is under this authority 
that existing AMS standards were 
established. 

The grades have worked well in com- 
mercial transactions. Though some can- 
ners now contend the grades are invalid 
for use in grade-labeling, not a single 
lawsuit has been filed challenging their 
validity for commercial transactions. 
Only one appeal was filed with the Sec- 
retary of Agriculture during the last fis- 
cal year from certificates of inspection 
issued by AMS graders. 

@ What Critics Say—Critics of the AMS 
system say there are a number of flaws 
in it which prevent objectivity. One of 


these is the scoring method, which ap- 
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He has a hospital in his pocket 


Tucked away in an inside pocket is a document newly handed this 
employee by a far-sighted employer. It makes for better living and 
better work! 


For the document is a Group Insurance Policy with Standard Accident 
of Detroit. It gives hospital care when sickness or accident strikes — 
insures against loss of earnings and the added expense of disability. 


This is modern employee relations at its best! Standard Group Disa- 
bility and Hospitalization Insurance is available to progressive employ- 
ers through any Standard agent or broker. Standard also issues 
modernized policies against loss due to robbery; forgery; embezzle- 
ment; glass breakage ; automobile accidents; injuries to self, employees 
or public; and similar hazards. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies... Since 1884 
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Stokers at Selfridge Field 


 — a, 


36 

A On the firing line for Uncle 
Sam’s Army Air Corps at Self- 
ridge Field in Michigan, 36 
Iron Fireman stokers are aiding 
national defense. Good soldiers 
all, lron Fireman stokers have 
turned in a clear-cut report of 
fuel 
pressure, smoke nuisance elim- 
ination and a big reduction 
of boiler room labor. 

W hat Iron Fireman has done 
for the Army, it may be able 
to do for you. Don’t let ineffi- 
your 
production, or sow discontent 
among tenants. Ask for 
Iron Fireman Engineering Sur- 
made with your plant or 
consulting engineer. The Survey will show 


Former Self. 
ridge firing re- 
sulted in con- 
stantly fluctuat- 
ing pressure. 


savings, constant steam 


cient firing “sabotage 


Iron t ireman 
took over. Ke- 
sult: Uniform 
pressure: lower 
maintenance 
and fuel costs. 


an 
vey 


accurately what Iron Fireman can accomplish 
in your boiler room. Simply mail the coupon. 


These Coal Flow stokers are five of the 36 Iron Fireman units 
providing heating at Selfridge Field. Coal fows from bunkers 
(left) to the boilers (right). Ne manual coal handling. 


IRON FIREMAN 


Inon Fireman Manvractunine Co 


_ Mail to: 3155 W. 106th St., Cleveland, Ohio 
(1) See me about making, free, Iron Fireman Survey. 


(Portland, Ore.; Cleveland; Toronto) { 


00 Send report on Selfridge Field firing 


Name | 


GER 
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portions 100 pomts among a number of 
different factors, such as flavor, freedom 

from defects, and size. The grade in 
| which a shipment falls depends upon the 
| number of points scored by the official 
| grader. ‘The critics say that different 
graders will assign different values to 
| the same factors in the same cans and 
that such requirements as “good flavor,” 
“reasonably free from defects,” and 
“fairly large pieces” are too indefinite. 

Flavor especially is said to be too 
ephemeral for measurement. Another 
criticism is that AMS doesn’t take large 
enough “cuts” from shipments to get 
representative samples. 
@ Some Private Doubts—All the criti- 
cism doesn’t come from canners, whole 
sale grocers, and others who are oppos 
ing grade labeling tooth and nail. Pri 
vately, some FDA technicians will con- 
cede their doubts and it is significant 
that, in establishing identity standards 
under the Food, Drug, and Cosmetic 
Act, FDA steers entirely away from 
the scoring system and uses measurable 
factors. 

AMS has hearkened to some of the 
| criticism and has revised its standards 


| in some respects, but critics say not 


enough. It remains for the Philadelphia 
jury to give the final answer. 


Sun-Maid Revival 


Use of raisins in making 


| 


change under food stamp plan 
inspires a 1¢ package that results 


| in national campaign. 


On Sept. 15, Sun-Maid Raisin Grow- 
ers Association (“Have You Had Your 


| Iron ‘Voday?”’) will begin a national effort 


to revive an interest in miniature pack- 


| ages of raisins—an interest that has lagged 


considerably in recent years. On that 
date a 1¢ package goes on the market 
with the slogan, “Take Your Change 
in Iron.” 

Merchandisers will be interested in 
the latest Sun-Maid venture because 
(1) it represents a comeback by Sun- 
Maid after its 5¢ package became en- 
gulfed in a flood of competitive prod- 
ucts on the nation’s candy and grocery 
counters; (2) it got its first impetus from 
the food stamp plan of the U.S. De- 
partment of Agriculture. 

When the nickel raisin package went 
on the market, about 20 years ago, com- 
petition in the field of the nickel con- 
fections was only a fraction of what it is 
today, and Sun-Maid’s success became a 
“business epic.” During the first few 
years of its sale, the nickel packages were 
shipped from Fresno in carload lots. 


| Within five years, candy counters were 


crowded with new-type candy bars and 
eventually Sun-Maid nickel package sales 
became confined to the larger cities. 


@ Grocers’) Change—Under th: 
stamp plan, grocers weren't all 
give cash change on the stamps ; 
to issue a written or printed chai 
When change was only a few | 
grocers gave a piece of fruit or pro 
change. Suddenly, Sun-Maid n 
spurt in demand for nickel packa; 
traced it to grocers who were usi 
a 3¢-change piece. This led Sun 
late last year, to begin experin 
with a l¢ package. 

Karly this year, after the pac 
problems were solved, a consum¢ 
was made quietly in 30 assorted 1. 
geles stores. Results were report 
decidedly favorable. Similar tests 
made later in Seattle, Houston, Spring 
field, Ill., and Richmond, Va. A 
sult, estimates of 1942 demand fo, ¢! 
l¢ packages have been revised upy 
and, early this month, more employ 
were being taken on in Fresno to 
in 24-hour production of the pen 
raisin packages for national distributy 
next month. 


HOW’S YOUR HEALTH? 


As yet, only the Chicago public can 
drop a dime in this scientific juke box 
sand read off pulse rate and relative 
systolic blood pressure. Shortage of 
essential materials is keeping it from 
hotel lobbies elsewhere. The machine 
is offered by the Tech Equipment Co., 
505 N. Michigan Ave., Chicago, as a 
quick, convenient, cheap method to 
permit people to check these health 
indexes, just as they now check weiglit 
Signs on the device emphasize that it 
blood pressure or pulse regularly regis 
ters far out of line from the tabulated 
normal, the customer had better !ct 
his physician have a look. The maker 
claims doctors have reported son 
interesting cases that were discover««| 
with the Cardi-O-Meter. 
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Shipping Pinch 

Curtailment of intercoastal 
facilities creates price problem 
for many eastern manufacturers 
and West Coast retailers. 


Withdrawal of ships from the inter 
coastal trade (about one-third of normal 
cargo space had been transferred to other 
routes by Aug. 9) is creating a condition 
in far western markets generally over- 
looked by business observers. It may 
cause a major shift, temporarily at least, 
in sources of manufactured goods con- 
sumed on the Pacific Coast. 

Many eastern manufacturers who for- 
merly shipped to the Coast by water, 
now, of necessity, ship by rail at higher 
rates. This means that unless they ab 
sorb the increased transportation costs 
themselves, retail prices of their prod- 
ucts in the West are higher than those 
of their western competitors, or of their 


eastern competitors who have branch | 


plants west of the Rockies. Western 


manufacturers aren’t unaware of their | 
opportunity to cut in on the business | 


of those eastern concerns whose na- 
tionally-advertised products always have 
had an edge in the western market. 

eSpace Priorities—‘The 


the Ship Warrants Act. 


To date, eastern food manufacturers | 
have been hardest hit. Carload rate on | 


westbound canned goods, for instance, 
is $1.02 per 100 Ib. by rail, 63¢ by 
water. Prices of Campbell’s soups, Arm 
& Hammer baking soda and Lea & 
Perrin’s sauce increased in San Fran- 
cisco last month, allegedly as a result of 
higher transportation costs. All three 
have strong local as well as national 
competition. (Heinz, for instance, a com- 
petitor of Campbell's soups, has manu- 
facturing plants on the Coast.) While 
these three were the principal nationally- 
advertised eastern brands to feel the 
pinch, the western food trade expects 
dozens of others to be affected as the 
full effect of the ship space decrease 
becomes felt. 

@ Retailers Worried—Retail grocers fear 
customers will blame them for the 
higher prices on eastern brands. ‘The 
California Retail Grocers’ Association is 
conducting an explanatory publicity 
campaign. 

Extent of the shift from water to 
other forms of transportation is indi- 
cated by several facts that came to light 
in San Francisco this week. Southern 
Pacific Railroad’s transcontinental ton- 
nage this year (east and westbound com 
bined) will run about 100% above 1940. 
During July air express out of San Fran- 
cisco showed an increase of 38% in 
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situation is | 
likely to become even more pronounced | 
as a result of cargo-space priorities defin- | 
able by the Maritime Commission under | 


New Exchange Building in le 
Crosse, Wis., architectural con 
crete throughout, was construc 
ted in temperatures as low os 
19 degrees below rero. Designed 
by J. Mandor Matson, architect 
of Racine and La Crosse, bwilt 
by Standard Construction Com- 
pany of Minneapolis. 


Let the owner tell you why it paid him 
to build with CONCRETE 


‘The proper use of concrete in design 
and construction has produced an 
outstanding building at a cost of at 
least $35,000 less than it would have 
been had ordinary materials and pro- 
cedures been used,” says Dr. Frank 
J. Hoeschler, owner of this building. 

“The insurance underwriters are 
giving the building the lowest fire 
insurance rating in the city. 

“The building was 80% occupied 
before it was officially opened on 
June 14, 1941. Any future buildings 
I may undertake . . . will be archi- 
tectural concrete.” 

Concrete is adaptable to any archi- 
tectural style; helps achieve good 


appearance with very little ornament. 
Construction is rapid, first cost is 
moderate and upkeepisvery low with 
firesafe concrete construction. Ask 
your architect or engineer about the 
advantages of concrete for the indus- 
trial plant, the public or commercial 
building you may have in mind. 
Write us for literature sent free on 
request in the U.S. or Canada. See 
Sweet’s Catalog, Section 4-49. 


PORTLAND CEMENT ASSOCIATION 
Dept. A&8c-12, 33 W. Grand Ave., Chicage, Il. 


A national organization to improve and extend the 
uses of concrete . . . through scientific research and 
engineering field work 


ARCHITECTURAL CONCRETE... comsinine arcnitecturat 


AND STRUCTURAL FUNCTIONS IN ONE FIRESAFE, ENDURING MATERIAL 
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CLEVELAND (Income — Index— 
133.2; Month Ago—131.5; Year Ago— 
111.0)—So long as the steel industry 
continues to boom along close to 100% 
of capacity, retail sales here are bound 
to run high. Indeed, merchants are 
having a hard time maintaining stocks. 

At Pittsburgh, Youngstown, Wheeling, 
this city, and other iron and steel cen 
ters, employment and payrolls are at 
exceptional levels. But a potential short 
age of scrap is causing uneasiness. As 


74,027 sq. mi. pop, 11,809,528 


The Regional Market Outlook 


yet, however, serious shutdowns have 
been avoided (chart, page 13). 

Plans for building new iron and steel 
capacity are boosting district construc- 
tion contract awards. Add to Carnegie- 
Illinois’ enlargement program at Home- 
stead and Duquesne, Pa. (BW—Jul.19 
'41,p32) its $32,000,000 blast furnace 
project at Braddock. And at Alliance, O., 
American Steel Foundries is expanding 
its mill at a cost of $1,500,000. At East 
Liverpool, O., in the heart of the pot 
tery district, a plant—idle since as long 
ago as 1930—is starting up to make 
“hot tops” to cover ingot moulds after 
they are filled with steel. 

In isolated areas, priorities have forced 
curtailment. Aluminum plants, for in- 
stance, have not fitted into defense work 
quite so easily as expected. But in the 
aggregate, industrial activity continues 
well above a year ago, and prospects 
favor better-than-average sales expansion, 
both in urban and rural territory. 


RICHMOND (Income Index—143.6; 
Month Ago—140.3; Year Ago—116.0) 
—Though this Reserve district is still 
far ahead of the nation in income gains 
over a year ago, poor cotton prospects 
are putting a minor crimp in the upward 
tilt of the curve. 

Unfavorable weather has held back 
growth so much that the estimated yield 
is down 33% in North Carolina and 
56% in South Carolina, as compared 
with a year ago, and cotton income is 
likely to be off fairly substantially, even 
though the open-market price is 16¢ a 
pound as against 10¢ at this time in 1940. 

As a partial offset, tobacco prices are 
considerably better than a year ago— 
judging from opening quetations in 
Georgia markets. Resumption of exports 
to Great Britain in April, under the 
lease lend law, is a further bolstering 
factor. Moreover, cigarette production is 
at an all-time high. This not only lends 
support to leaf prices but also helps sus- 


tain employment in cigarette factories 
in Virginia and North Carolina. 

Taking the district as a whole, defense 
—shipbuilding, airplanes, armament, and 
military bases—should more than coun- 
terbalance the indicated slump in cot- 
ton receipts. And urban areas should con- 
tinue to prove especially promising sales 
outlets—Baltimore, Washington, Hamp- 
ton Roads, Morgantown, Carolina Pied- 
mont textile towns, and others (BW— 
Jul.19°41,p32). 


152,471 sq. mi, pop. 12,330,219 


TWIN CITIES (Income Index— 
129.9; Month Ago—125.2; Year Ago— 
113.8)—Even though this is not a 
heavily rewarded defense area, retail sales 
prospects are bright. Merchants from 
the Northwest piled into the Twin Cities 
for the Summer Market Week and signed 
orders for an unprecedented volume of 
fall and winter merchandise of all kinds. 

In North Dakota and Montana cash 
is coming in from wheat, and farmers 
feel prosperous. The price is good and 


j %e 
412,304 sq. mi. 


Pop. 5,542,966 


the crop is large. Yet not much grain 
is being shipped to market; terminals are 
choked and a lot of wheat is going into 
loan. Livestock raisers are looking ahead 
with confidence. Soldiers eat twice as 
much as civilians and this should sup- 
port beef, pork, and veal prices. 

July is the second month in which 
Great Lakes ore shipments topped 11,- 
000,000 tons. Demand is so great that 
low-grade (30%-to-50%) Mesabi Iron 
Range deposits are being worked; this 
compares with the customary 50%-60% 
iron content, and requires more labor. 

At Superior, Wis., nine coastwise 
freighters are to be built, costing $9,000,- 
000. Ways have to be constructed first, 
so that employment will last into the 
dull (winter) season. Generally, the 
labor market (especially in the Twin 
Cities) is tight. The state of Minnesota, 
for instance, took the July cut in WPA 
employment in stride, without adding to 
local relief burdens. 
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revenue and 17% in number of 
ments handled as compared with 
1940. Railway Express Agency, \ 
25% volume gain in eastbound 
ments over first six months last 

is sending some 20 refrigerated ca 
flowers east each day and using Cai 
unrefrigerated merchandise on the 
haul. 

e Other Shifts—Besides the proc 
food field, the furniture industry ap 

to be one of the groups most afk 
Opportunities resulting from th 
crease in intercoastal cargo space 

the chief topic of conversation among 
western furniture manufacturers attc; | 
ing the semi-annual Market Week 
San Francisco early this month. Furni 
ture producers of Oregon, Washington, 
and southern California intend to go 
after a bigger share of the western jar. 
ket. Incidentally, the Pacific Northwest 
lumber industry’s water shipments to 
the Atlantic Coast decreased 30% dur 
ing the first quarter this year while rail 
shipments increased about the same 
amount. 

If current transportation conditions 
continue any a of time, the long 
range result will be that western indus 
tries will produce more consumer goods, 
observers believe. This might lessen sub- 
stantially the “two-way transportation” 
that is so irritating to westerners. 


Wartime Smoking 


Cigarette consumption in 
U.S. takes another spurt upward. 
Rising income credited. Army 
theme stressed in ads. 


During the last war, Americans began 
smoking cigarettes in earnest. Various 
inhibitions were broken down; the taboo 
on women’s smoking began to give way. 
Total U.S. cigarette consumption in 
1914 was a little better than 16,000,- 
000,000 units—about the equivalent of 
a'single month’s smoking now. By 1920 
it ,had jumped to over 50,000,000,000, 
a rise of more than 200%. 

When this war started, annual cigar- 
ette consumption already had passed the 
160,000,000,000 mark, and there was 
little likelihood of any percentage gains 
this time like those of 1914-1920. Yet 
cigarette sales shot up 13% between the 
fiscal year ending June 30, 1939, and the 
fiscal year ending June 30, 1941. If sales 
increases continue at their present rate, 
the total for this year is likely to be only 
fractionally short of 200,000,000,000 
units. ‘Those few members of the indus- 
try who predicted a couple of years ago, 
with uncharacteristic gloom, that their 
market was nearing the saturation point 
have been silenced. 

@ Rising Income Credited—War nerves 
and the increased tempo of living again 
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are getting credit for the smoking 5 mae 
Rea istic members of the industry, how- 
eyer. are more inclined to attribute it 
to rising Consumer income. 

\\ ithout exception thus far the ma- | 
or companies are taking advantage of | 
the military theme in current advertising | 
and promotion. Both Camels and Ches- | 
terficlds, cigarettes which always have 
bec heavily promoted via pictures of 
beautiful girls, now are substituting men | 
in uniform. Luckies may prove an ex- 
ception to the trend, for American To- 
bacco Co. currently is tinkering with 
plans for a half-dozen possible campaigns 
and one of them reportedly has a strong 
feminine motif. American recently com- 
missioned three of the country’s leading 
noncommercial artists to submit a series 
of sketches. This is in line with the 
growing trend toward “real” art in ads 
(BW—Jun.28’41,p36). American spokes- 
men claim that recent cancellation of 
almost a third of the Lucky Strike maga- | 
zine space has nothing to do with the 
expected shift in campaigns but was | 
urely an economy move, dictated by | 
the addition of the “Information Please” | 
program to the radio budget 
e Shows for Army—Lucky Strike and 
Chesterfield radio-show bandleaders have 
been doing a good-will stint with free 
shows in Army camps and the playing of 
special request numbers on regular radio 
programs. Philip Morris has been doing 
a heavy sampling job in the camps. A 
special offer on Army paydays reportedly 
is giving draftees a chance to buy three 
cartons of Camels for the price of one. 

Surveys show that, during the last 
war, soldiers smoked 70% more than 
they had in civilian life, while general 
civilian consumption increased only 
20%. Presumption is that soldiers will 
again prove extra-heavy smokers. 

One canny member of the trade points 
out, however, that total current con- | 
sumption adds up to better than a pack 
a day (surveys indicate 21 cigarettes) for | 
the average smoker. He ace that | 
most soldiers have neither the time nor 
the money to better this average—a pack | 
a day of one of the popular-priced | 
brands costs about $4.50 a month, which | 
is quite a nick out of $21. 
¢ Estimate of 1940 Sales—Cigarette | 
manufacturers keep their sales figures 
under wraps, but one estimate of 1940 
sales lines up the leading brands about 
as follows: Camels, 42,500,000,000 units; | 
Lucky Strike, +2,000,000,000; Chester- | 
field, 36,500,000,000; Philip Morris, 12,- | 
500,000,000; Raleigh, 9,500,000,000; | 
Old Gold, 5,700,000,000. 

Interesting points: No long cigarette | 
tanks among the industry leaders, in | 
spite of the big strides made recently | 
by Pall Mall (BW—Feb.8’41,p36). Old | 
Gold, which held tenuously onto fifth 
place in the industry, after being pushed | 
out of fourth by Philip Morris a few 
years back, has now yielded even this 
to Raleigh. 
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v — Se a 
Shas you drying lo aah Solis ; yn nunslh 
“LINEN DUSTER” METHODS? 


LET THE FLYING CLIPPERS HELP YOU GET THE BUSINESS AND 
CUT THE COST OF COVERING MARKETS 


IT’S QUICKER BY CLIPPER... 
MORE CONVENIENT, TOO! 


a a Examples of fast, frequent air service to 3 ke n cities 
Timein | Air Flights 


Transit | Mileage per Week 


There's plenty of business in Latin Buffalo to 4deys | 6,922 
America—easily reached and waned = 
| 


easily developed when you use the N. Y. te 
fast, frequent service of the Flying San Juan 
Clippers. Today, it takes only 2 to Chicege to 
4 days to reach any important city Mexico City 1 day | 1,793 
in South America from anywhere 
in the U. S. Those companies | **sAngeleste| ..., 5,117 
which are alive to this swift way sone 
of sending salesmen, samples and Transit times and air mileages include connecting flight by 
correspondence are getting the domestic airline to Pan American gateway city. 
jump on their competitors and a 
greater share of the market. 

Savings in time on complete 
trips mount up to weeks, not 
merely days. And since this means 
sizable savings in salary expense 
chargeable to the trip, it can be 
proved by actual figures that flying 
costs less. For information, see 
your Travel Agent, any airline of- 
fice, or—if neither is available in 
your city—write Pan American 
Airways, Chrysler Building, New 
York City. 


OF” PAN AMERICAN 222 
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1 day 2,370 


Where else will 
you find ALL 
these advantages? 


Ideal iocation, close to major 
markets .. . splendid labor supply 
. » » absence of personal, sales or 
corporate income tax .. . trans- 
portation by major RR‘s, water- 
ways and highways .. . fine liv- 
ing conditions . . . good govern- 
ment. 


Write for all the facts today 


City of Linden - New Jersey 
Myles J. McMaeus, Mayor 


I e e 
TIME RECORDERS 


or Every Time Requirement Since 1896 | 


Non-display advertising 
available for quickly and 
effectively contacting other 
readers of Business Week. 
Copy Aug. 19 for issue 
23rd. Rate, 50¢ a word. 


“Clues” 
“Clues” 
“Clues” 
“Clues” 


| 
—_——e a 


on call it Priority 


lcall it Swell/ 


SECOND HAND 


The shape of things to come—recon- 
ditioned refrigerators for sale. The 
Brown Dunkin store in Tulsa, Okla., 


above, has a successful reconditioning 
plan. Faced with a possible 50°, cut 
in new refrigerator production (BW — 
Jul.26'41,p16), more retailers will em 
phasize second-hand sales now. 


Masonite Upheld 


But Arnold, determined to 
force showdown on price con- 
trol via del credere contracts, 
takes case to Supreme Court. 


Thurman Arnold lost a round last 
week. When Judge Alfred C. Coxe of 
the United States District Court for the 
Southern District of New York dis- 
missed the government’s suit against the 
Masonite Corp. and nine building mate- 
rials companies, distributors of Masonite 


| hardboard, it marked the first real set- 


back in the trust-busting Assistant At- 
torney General's 18-month-old drive on 
patents (BW—Mar.29’41,p25). 

The district court’s decision by no 
means marks finis to either the Masonite 
case or the patent crusade, however. ‘The 


| Department of Justice announced imme- 


WHEN I call an 
associate over my 
Loud-Speakin 
DIC TOGRAP 
interior telephone, 
he knows who's 
calling before he 
answers and can cut 
short less important 
conversations. That 
single feature saves 
me hours of waiting 
every week.” 


diately that the case would be taken to 


| the Supreme Court, on direct appeal. 
ie Te Monopoly—The Antitrust Di- 


vision haled Masonite into court last 
March, charging the company with 
using the exclusive patents on its hard- 
board—the synthetic lumber made by ex- 
ploding wood chips under steam pres- 


| sure, then rebinding them by use of their 


DICTOGRAPH 


EXECUTIVE INTERIOR TELEPHONE SYSTEMS 


are making it unnecessary for the top | 
executives in 10,000 American offices and | 
factories to “‘stand in line” at the office 
switchboard and wait their turns. Send 
for descriptive literature or better still 
let usdemonstrateitonyourown | 

desk. Dictograph Sales Corp. 

Dept. 520, S80FifthAve.,N.Y.C. 
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| own lignin—to monopolize and restrain 
| trade, in violation of the Sherman and 
Clayton Acts. Hardboard distributors in- 


cluded in the government’s complaint 
were the Celotex Corp., Certain-Teed 


| Products Corp., Johns-Manville Sales 


Corp., Insulite Co., Flintkote Co., Na- 
tional Gypsum Co., Wood Conversion 
Co., Armstrong Cork Co., and Dant & 
Russell. 

The government's case and the impor- 


tance of the court’s decision hinge on 
the validity of the contracts between 
Masonite and its distributors. Masonit 
distributes its hardboard via del creder 
agency agreements. Under this form of 
contract (BW —Jun.6'36,p42), title to 
the goods remains with the manufac 
turer. ‘he distributor merely acts as an 
agent, accepts the goods on consign 
ment, and pays for them when sold 
@ Secondary Price Control—'l’hus a del 
credere contract enables the manufac 
turer to exert price and marketing con 
trols past the primary level. Arnold has 
put himself on record as being unre 
servedly opposed to secondary price 
fixing and marketing control, having de- 
clared before the lemporary National 
Economic Committee that the Depart 
ment of Justice would like to see patent 
owners who grant licenses do so with- 
out restriction of any kind (as to price, 
production, use, or geographical areas) 

The Masonite contracts determine 
the prices at which the agents shall sell 
hardboard, bind them not to manufac- 
ture hardboard or any directly-compcti 
tive products, limit their sales to certain 
classes of trade, and impose various other 
restrictions and conditions of sale. 
@ Contracts Upheld—The legality of del 
credere agency contracts was firmly up- 
held by the Supreme Court in the his- 
toric 1926 General Electric decision. 
The court gave its approval to the price 
and marketing controls under which 
G.E. licensed Westinghouse to manu- 
facture and sell its lamps. Via the agency 
selling system employed by both G.b. 
and Westinghouse, these controls ex- 
tended right down through the retail 
level. 

In view of the precedent set by the 
G.E. decision, the trustbusters took the 
only course open to them in the Ma- 
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sonite suit. They attacked the hardboard 
contracts on the ground that they were 
not bona fide agency agreements but | 
“disguised sales agreements” under 

which licensees assumed such responsi- | 
pilities as transportation costs, taxes, and 
insurance. With Masonite resting its case 
in the G.E. decision, there was little 
disagreement over the finding of fact. 
e Court Favors Masonite—Judge Coxe 
came up with the decision that the Ma- 
sonite contracts were “in all material re- 
spects substantially the same” as the 
G.E.-Westinghouse agreements, and 
therefore legitimate del credere con- 
tracts. In spite of this setback, the trust- 
busters almost certainly are pleased | 
rather than otherwise at the chance to 

get a new Supreme Court ruling on | 
del credere contracts. These sprang up | 
right and left in the wake of the G.E. 
decision and they have attained wide 
popularity with patent holders. 

If he fails to get a clear-cut favorable 

decision on the Masonite case, Arnold | 
still has two other suits involving del 
credere contracts in the works: (1) a 
renewal of the attack on the G.E. li- | 
censes, (2) an attack on the licensing 
system of U.S. Gypsum. 
e Horse of Another Color—Significantly, 
the Supreme Court today is a very dif- 
ferent body from the one that handed 
down the G.E. decision under Chief 
Justice William Howard ‘Taft. Last 
year, in the celebrated Ethyl Gas case, 
the court came through with a unani 
mous decision which left little doubt as 
to its disapproval of any and all sorts 
of secondary price control. 

True, the Ethyl case did not involve 
del credere contracts. Ethyl had li- 
censed jobbers, and prohibited its li- 
censed refiners from selling to any but 
these licensed jobbers, thus effectively 
controlling prices at the secondary level. 
But the New Deal court's action in out- 
lawing Ethyl’s jobber licenses is a pretty 
fair indication of the way the wind 
would blow in any future case involving 
a patent owner’s efforts to extend his 
control beyond primary licensees. 


The government’s suit focuses atten- | 


tion on one of the most quietly spectac- 
ular business success stories of recent 
years. ‘The Masonite Corp. started out 
in 1926, with a small plant at Laurel, 
Miss., manufacturing the hardboard in- 
vented by W. H. Mason. Last year the 
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@ When ls an Office Modern? 
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@ Two Way Advantages 


WHEN IS AN OFFICE 


-« MODERN?.... 


IF answer, “It's most modern when it's best 
equipped to do things speedily and accu. 
rately,” may seem too obvious for diecveson 
Yet it te the obvious thet is generally least 
analy overtooked 


Te be specific! Take an instance today so routine 


on olives that the question of whether on mot it @ 
“madera” never occurs to many executives ot all. 
Tk may never have occurred to you... . 


DICTATION, 

Ta it on the same modern bess as your other oper 
tarlona, in this matter of “doing things speodily 
tad scourerely"? 


To dig deeper for a moment; What hes brought 
tpeed.and eccurecy modernacss to offices, any. 
way?! lon't it mecheninarion? 

‘The typewriter, Compromerer, Mulrigroph, Dicts- 
phone, M. ih, Mailometer, rem eet 
mechanical devices all—were invented and 
sdopted far only one reason to do more eperdsly 


tnd at the same time more socurately whet the 
hand used vo do. To get things done more wmply 


“Stenotypy 


Stenographers . . . 
Typists ... 


Ask for your com- 
plimentary copy 
of the companion 
booklet, “Ad- 
vantages to You 
in Stenotypy.” 
You'll find it very 
worthwhile. 


company’s total net sales came to $9,- 


057,648. Part of this total was attrib- | 


* 


utable to other products, recently added | 


to the line—tiles, plastics, etc.—but $7,- 
821,797 represented Masonite’s net dol- 
lar volume of hardboard production. 
Masonite’s net income in 1940 came to 
$1,500,000. 

@ Manufacturing Uses—Masonite allows 
its licensees in the building trade to sell 
hardboard only to jobbers, dealers, and 
the federal government, and reserves to 
itself the nght to sell directly to manu- 
facturing industries—notably the auto- 


Business Week * August 16, 194! 


The S tenotyp 


4101 South Michigan Avenue, Chicago, III. 


in Your Office”... 


@ Here is a booklet which every progressive executive 


should read. Specially prepared for today’s executives 
—24 pages, illustrated, brief and interesting—with the 
facts on how to benefit yourself and your office in these 
important particulars: 


1. As a busy executive who can get more accom- 
plished in his crowded days, without being a 
bit busier! 


2. As an executive writing better letters at lower 
cost. How? By turning out—easier, faster, hap- 
pier—letters of distinction, perfectly typed. 
Yes, and more of them per time-period! 

Best of all—you get answers to these baffling questions: 
How can I cut correspondence costs? 
How can I increase office output? 
How can I better my dictation performance? 
No magic formula, this FREE booklet. But it does go 


a long way toward being news you haven’t found any- 
where else.—Next move? Just 


Write Dep’t 838-ST for your complimentary copy today! 


e Co. 


| The name ‘‘Stenotype”’ on the machine is yeur assurance of satisfactory service | 
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HOW MANUFACTURERS 
CUT SHIPPING COSTS 
AND TIME 


@ The container can make a world of 
difference. Skilled technicians in General 
Box laboratories are helping manufac- 
turers of many types of products obtain 
maximum packing and shipping speed 
and economy. 

Why not find out how General boxes, 
crates or special containers can help you 
avoid costly delays, eliminate unneces- 
sary expense and provide adequate 
product protection. Just mail the coupon 
for complete information. 


Cut packing time 
in half 


Container cost 
reduced 30¢ 


Damage 
claims 
eliminated 


Saved weight 
and time 


Freight and container 
savings amount to 
24 cents per unit 


Send for your copy of this booklet showing how 
Genera! Box containers effect maximum econ- 
omies— permit faster shipping of products similar 
to yours. No obligation. 


GENERAL BOX 
COMPANY 


General Offices: 502 N. Dearborn St., Chicago, Ill. 
District Offices and Plants: Brooklyn, Cincinnati, 
Detroit, East St. Louis, Kansas City, Louisville, 
Milwaukee, New Orleans, Sheboygan, Winchendon. 
Continental Box Company, Inc.: Houston, Dallas. 


GENERAL BOX COMPANY 
502 N. Dearborn St. 
Chicago, Il. 


C0 Send a free copy of the new 
booklet ‘‘How Research Can 
Save $$ for You.” 


0) Have a General Box engi- 


neer call. 
Name 


Address 
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| a Masonite distributor. 
| agency agreement came on the heels of 
| a suit in the Delaware District Court 
| in’ which 
| which charged Celotex with infringing 


| mobile, furniture, motion picture, and 


outdoor advertising trades. ‘Today nearly 


half the total hardboard output goes 
| into these uses. This lends support to 
| the statement of Masonite officials that 


an unfavorable Supreme Court decision 
would not materially affect the com- 


| pany’s business. 


Masonite’s greatest progress has been 
since 1934. In 1933, Celotex became 
The Celotex 


Masonite won a decision 


its hardboard patents by producing a 


| similar product made from sugar cane 
fiber. Agreements with the other dis- 
tributors followed. Three of these (U.S. 


Gypsum, Insulite, and Wood Conver- 
sion) had begun the production of hard- 
board on their own account, and discon- 
tinued it under the terms of the agree 
ments. Currently, Masonite is suing 
U.S. Gypsum for patent infringement. 
@ Public Relations—On its side in any 
legal engagement, Masonite has an envi- 
able public-relations record. Most note- 


_ worthy of the company’s forward-looking 


managerial policies is its free distribu- 
tion of seedling trees to Mississippi 
farmers, thus assuring a continuing sup- 
ply of raw material for its hardboard. 
The 1941 distribution of 1,500,000 
seedlings brings Masonite total tree give- 
away to 5,500,000. 


| MILK-CAN MAKERS HIT 


Manufacturers of milk- and ice-cream 
cans are the latest target in the Federal 


| ‘Trade Commission's long-standing war 


on freight equalization plans emploved 
to achieve uniform prices. Substituting 
a new complaint for one already pending 
against the industry, FTC last week 
charged the Milk and Ice Cream Can 
Institute, D. S. Hunter & Associates 
(promotion group), and nine manufac- 
turers with an unlawful combination to 
suppress competition in the manufac- 
ture, sale, and distribution of milk and 
ice-cream cans. 


SHOTGUN DIVORCE NO. 3 


With two anti-monopoly issues on 


| the griddle—one regarding network prac- 


tices in radio broadcasting (BW —Jul. 
5'41,p31) and the other involving news- 
paper ownership of stations (BW —Jul. 
26'41,p32)—the Federal Communica- 
tions Commission last week began 
warming up a third. Issue No. 3 is a 
proposed new rule under which no per- 
son could operate a station that would 
“serve a substantial portion of the area 
served by another standard broadcast 
station owned, operated, or controlled by 
such person.” Over 40 multiple-station 
owners will have to go to Washington 
Oct. 6 to fight the proposed shotgun 


| divorce, among them the networks. 


NEW PRODUCTS 


Porcelain Cooking Ware 


As yet in the experimental stag: 
pans, and skillets, made of glazed 
lain by B. S. Radcliffe, ceramic i: 
tor at Lewis Institute, Chicago, p 
to help replace scarce metal in co 


ware. According to Ceramic Industr 
“Test pieces of the ware withstood fou: 
cycles of heating to redness, then quench 
ing in cold water, before breaking. Ni 
crazing is noted. . - 


Ice-Cream Can Clamp 


When the new Kan-Klamp holds 
five-gallon ice-cream can or paper con 
tainer securely in a freezer compartment 
it is only a one-hand job to scoop out 
serving. According to the manufacturer 
Ferris Pharmacal Co., 309 W. Jackson 
Blvd., Chicago, the ice cream is com 
pressed less by such scooping, hence 
each can provides an average of 1+’ 
more servings. 


Electronic Micrometer 


Soft or compressible materials like 
rubber, paper, cloth, plastics, etc., car 


be gaged precisely to 0.00005 in. with 
the Carson Rubber Micrometer, new de 
velopment of Instrument Specialties Co.. 
238 Bergen Blvd., Little Falls, N. J. ‘! he 
moment the micrometer tip is brou; ht 
into contact with a metal rider resting 
on the material, and before any pressure 
has been exerted to distort it, an elec 
tronic circuit flashes a green light. 
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Ten-Key Subtractor 


Because the newest adding machine in 
the line of Victor Adding Machine Co., 
3900 N. Rockwell St., Chicago, also 


subtracts one number from another di- 
rectly, it is called the “Victor 10-Key 
Subtractor.”” Other features include: 
repeat subtraction, automatic punctua- 
tion, automatic double space after totals 
are taken, and a plastic case of sound- 
deadening construction. 


Sensitized Metal 


Because aluminum is restricted al- 
most exclusively to top defense produc- 
tion, Republic Engineering Products, 
Inc., 480 Lexington Ave., New York, is 
prepared to furnish its 


and other sheet materials. Principal ap- 
plication is in templates, the outlines of 
which are photographed on the various 
materials directly from mechanical draw- 
ings or tracings. 


Low-Chart-Speed Recorder 


The new G-E Low-Chart-Speed Re- | 


corder, developed by General Electric 
Co., Schenectady, N. Y., will concen- 
trate a whole month’s load, voltage, or 


amperage figures on a single chart only 
30 in. long, instead of a 60-ft. chart 


former] required. The new instrument, | 


which has a chart speed of only 1 in. 
per day, is made possible by an inkless 
tccording mechanism operating on type- 
\riter principles. 
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“Sensitized | 
Metal” in plastics, plywood, steel plate, | 


Three kinds of TRANE heat speed 
Army Scout Car Production 


“NO 


zt, - 
, =p 


he 
& f 


ad 


VV 


4 


TRANE PROJECTION UNIT HEATER 


FYE WAR DEPARTMENT wanted mass 
| pies and delivery of scout 
cars for the U. S. Army. Plant No. 2 of 
the Diebold Safe and Lock Company, 
Canton, Ohio, was quickly converted 
into a continuous production line for 
these cars which are of the four wheel 
drive type, are capable of speeds in ex- 
cess of 60 miles per hour and are equipped 
with bullet-proof pneumatic tires. 

But Diebold Plant No. 2 had to be 
completely refurbished— and fast! A new 
heating system was installed with three 
kinds of heat! Johnny-on-the-spot came 
Trane Projection Unit Heaters, Trane 
Float Traps and Strainers, Trane Gas 
Unit Heaters as well as Trane Blower 
Type Unit Heaters for the paint drying 


booth where thecars are painted and dried 


NE COMPANY 
AWE COMPA 
COOLING . 


as they move along the production line. 
Trane heating for comfort and process. 

There are hundreds of plants like 
Diebold’s throughout the country where 
Trane, with its nation-wide network of 
offices and complete line of heating, cool- 
ing and air conditioning equipment. has 
stepped in to meet the demands of the 


hour on the hour. 


| ages 


New Literature SS 


Trane Products are thoroughly described 
in detailed, comprehensive bulletins de- 
signed for practical use. When writing 
for literature, please indicate whether you 
are interested in heating, cooling, drying, 
ventilating or air conditioning—for com- 
fort or process. 


LAC 


ROSSE, 


ITIONING EQUIPMENT FROM 5 
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and Social Security 


By Prof. Edwin E. Witte, 
Economist, 
University of Wisconsin 


Security has become a major 
objective of all workers. The major- 
ity of workers are not after a living 
without working for it. They are 
willing to work for what they get. 
They seek, however, a sufficient in- 
come to enable them to support 
themselves and their families in 
consonance with American stand- 
ards and to provide for all of life’s 
contingencies. 


To satisfy the demand for economic 
security, the Social Security Act and 
other legislation has been enacted 
into law. These necessary measures 
have materially benefitted workers. 
But standing alone they cannot pro- 
vide security. 


All workers realize that the pay 
envelope and the job for which it 
compensates is the best assurance 
of security. 


Workers value industry as the 
source of jobs. The extra jobs which 
have become available recently have 
made millions of workers feel vastly 
more secure than heretofore. Be- 
cause of this, they are inclined to be 
more friendly to industry. 


Industry will not reap the poten- 
tial benefits in improved labor rela- 
tions unless it appreciates that the 
workers are Americans with feelings 
like other Americans. Employees 
value the security offered by a job, 
but also look upon themselves as 
workers worthy of their hire. Unless 
they are treated as all Americans 
want to be treated, increased ill 
will toward industry will be the net 
result of the business boom. 


Far from being less important be- 
cause there are more jobs, employee 
relations are now more vital than 
ever. There are potentialities of 
greatly improved employee relations. 
These will come, however, only 
with attention given to this problem, 
a right attitude, and proper or- 
ganization. 


x * * 


This article, written by Edwin E. Witte as 
an independent observer, is published as a 
matter of interest to both employer and 
employee. 

Connecticut General, through the Pro- 
tected Pay Envelope Plan of modern group 
insurance benefits, offers forward-looking or- 
ganizations a powerful aid to better employ- 
er-employee relations. 


) 


CONNECTICUT GENERAL 
LIFE INSURANCE COMPANY 


| Connecticut General Life Insurance Co, 
Hartford, Connecticut 

~ Please send copy of “The Protected 
Pay Envelope.” 


Name 
Company... 
Address 
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Aviation Pay Base 


Southern California firms 
indicate minimum wage will be 
stabilized at 60¢. Classification 
of jobs is now under way. 


Wage-stabilization efforts by major 
Southern California aircraft manufac- 
turers (BW —Jul.19°41,p+3), egged on by 
OPM, the Army, and the Navy, had 
reached a point early this week where 
it appeared: (1) that the traditional 50¢- 
an-hour minimum in Los Angeles plants 
is a thing of the past and that the base 
wage for beginners will probably be set 
at 60¢ with an increase of 5¢ a month 
up to 75¢; (2) that job classification, 
long overdue in the Southern California 
industry, is really under way. 

Wage stabilization beyond the 75¢ 

range (for skilled, experienced workers) 
hasn’t come up for discussion yet in 
conferences being held in Los Angeles. 
Manufacturers pointed out that skilled 
pay couldn't be considered until job clas- 
sification studies had been brought to 
completion. 
@ Increases Announced—Indications that 
the minimum pay will be 60¢ come from 
announcements made last week by 
Douglas, Northrop, and Vultee, increas- 
ing the base to that level, with the 
approval—significantly—of OPM and the 
Army and Navy. Douglas increases are 
retroactive to July 3 and those at North- 
rop and Vultee to July 1. Further indi- 
cation that the 60¢ minimum may be 
considered “official” is found in the fact 
that the government-supervised contract 
between North American Aviation and 
the C.1.0. United Automobile Workers, 
Aircraft Division, following the sensa- 
tional North American strike (BW—Jun. 
14’41,p14), set wages at that level. 

In the face of this situation, it is hard 


— 


to see how the A.F.L. Aeron: 
Mechanics Union, now negotiat 
contract at Lockheed and Vega 
hold out for the 75¢ minimum 
currently demanding. Last week 
announcement of the new wage s( 
Douglas, Northrop, and Vultec 
union’s leaders declared that they \ 
not be satisfied with the 60¢ mininium 

The 60¢ base is about 5¢ abovc the 
rate that Douglas, Northrop, and V \\\tee 
have been paying and about 9¢ above 
the rate set by contracts now expirnig at 
Lockheed and Vega. 
e Employment Turnover—Lack of job 
classification has been one of the chief 
causes for headaches in the Southem 
California industry. One of the direct 
results has been a large amount of labor 
raiding among the plants. Also, workers 
have been shifting from plant to plant in 
the hope of raising their income. Com 
petent observers place the employment 
turnover for the industry in excess of 
83%, a condition which they figure 
costs the industry something like $2, 
000,000 a year. 

Ihe hike in wages and establishment 
of job classification probably will put a 
quietus on the bitter C.1.0.-A.F.L. bat 
tle for dues-paying members in Souther 
California, at least for a time. ‘There 
won't be the incentive for either group 
to try to outdo the other in forcing wage 
boosts. To a certain extent, the C.1.0 
can take credit for the increase to 60¢, 
since the North American contract set 
the pace, but from now on it’s going to 
be tough to force an increase which, 
under the stabilization machinery, calls 
for approval by the Army, Navy, and 
OPM, as well as the manufacturers 
@ In the North—In Seattle, where work- 
ers at Boeing enjoy a base rate of 624¢, 
increases have also been announced. The 
base is unchanged, but wages rise to 7(¢ 
after three months and to 78¢ after six 
months; formerly, it took six months to 
reach the level of 70¢. 


Aircraft Workers’ Pay 


Company 
Douglas 32,000 
Northrop 

Vega 

Lockheed 

Vultee 

North American 
Consolidated 


23,000 

5,000 
10,000 
16,000 


* AFL—Aeronautical Mechanics Union; C 


No. of Workers Contract with* 
None 
None 
AFL 

AFL 
Clot 
CIOt 
AFLt 
CIOt 


' Indicates collective bargaining agent determined after NLRB election 


in Southern California 


Union Starting 
Wage 
60¢ 
60¢ 
5l¢ 
5l¢ 
60¢ 
60¢ 
55¢ 


55¢ 


Thereafter 
5¢ a month to 75¢ 
5¢ a month to 75¢ 
63¢ in 6 months 
63¢ in 6 months 
S¢ a month to 75¢ 
S5¢ a month to 75¢ 
5¢ a month to 75¢ 
574¢ after 2 mos. 
624¢ after 4 mos. 
75¢ after 6 mos 


10—United Automobile Workers. 
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Swing to Right 
U.A.W. backs conservative 
program, thereby emphasizing 
acceptance of responsibility in 
relations with employers. 


\lanagement in 993 plants in the 
jutomobile, aircraft, and parts industries 
which have contractual relations with 
C.1.0.’s United Automobile Workers 
Union had reason to feel a little more 
comfortable this week about their labor 
relations. ‘The union’s convention in 
Buffalo, N. Y., gave a pretty conclusive 
demonstration that a more “moderate” 
group was taking over leadership. 

e Conservatives Score—Most decisive in- 
dication that the conservative group's 
strategy was winning votes at the con- 
vention was the one-year suspension of 
Lew Michener, West Coast director, 
who is also barred from running for re- 
election as a member of the executive 
board, for his part in the abortive 
North American Aviation Co. strike 
(BW—Jun.14'41,p14). And the conven 
tion voted almost unanimously that 
U.A.W.’s 10 votes at the forthcoming 
convention of the C.1.O. go for re- 
election of Philip Murray as president, 
another conservative move designed to 
head off the possible bid of John 
Lewis for a return to leadership of the 
national’ organization. Still another 
index of conservative strength was the 
opposition to re-election of U.A.W. 
Secretary-T'reasurer George Addes, a 
Lewis supporter and heretofore leader 
of the so-called “left-wing” majority of 
the international’s general executive 
board. 

e A Vital Difference—Employers, for the 
most part, have until comparatively re- 
cently been uninterested in intra-union 
politics. A firm like Allis-Chalmers, 
however, can testify that it makes a 
vital difference whether a union is led 
by responsible men with whom it is 
possible to make and keep agreements 
or whether it is led by a group which 
feels that the interests of the workers 
and their employers are always opposed. 

Up until this week, a majority of 
U.A.W.’s executive board, which is 
charged with the responsibility of di- 
recting the activities of 528,414 union 
members, were classed as left-wingers. 
Any group, like the Allis-Chalmers local 
and the North American Aviation strik- 
ers, which operated on a consistent anti- 
employer basis, could be sure of parent 
union support. Now there will be new 
faces among U.A.W. executives, because 
the convention rejected what was de- 
nounced as “Communist leadership.” 
© Rebuff to the Left—First tip-off to the 
temper of the delegates came last week 
when, for the first time at a U.A.W. 
convention, a technicality—“‘unconstitu- 
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tional election’’—was used to refuse seats 
to delegates | in an important local. By 
a vote of 1,737 to t,243, the convention 
sent Harold * Christoffel, leader of the 
Allis-Chalmers strike, and nine of his 
associates home. The right wing thus 
scored on the left, but the edge was 
taken off the triumph, when the Allis 
local reelected the same 10 men and 
sent them back to Buffalo. 

Ihe change in the complexion of 
U.A.W.’s majority has been brought on 
by the influence of responsibility. Ac- 
ceptance of the union on unprecedent- 
edly favorable terms by Henry Ford sig- 
nalized this change. In the auto indus- 


DANGEROUS 
SPEEDS 


emphasis now rests on ad 


ty, U.A.W., 
ministering contracts instead of organiz 
ing. 
e Two Grievances—But, lest the union 
ized auto companies feel that complet 
harmony was now the prospect, the con 
vention aired two grievances of which 
more will be heard. One of these con 
cerned office workers, of whom 
70,000 are employed in auto manufa 
turing. U.A.W. is going after them seri 
ously in an effort to write into its next 
contracts with the Big ‘Three provisions 
naming it exclusive bargaining agent for 
white-collar personnel. 
The other grievance 


‘ 


abou 


concerned the 


Proper protection becomes more 
important as production is in- 
creased. Many times safety equip- 


ment is provided but not worn 


because it is uncomfortable and awkward. 
WILLSON safety devices help correct this 
condition. All WILLSON products are de- 
signed and individually tested to insure max- 


imum comfort and protection. 
Your local WILLSON Safety Service repre- 
sentative is quickly available to help you 


Style RR50 is one of more than 

| 300different typesof WILLSON 
Cogales designed for every 
conceivable industrial use and 
condition, 


solve your safety problems and select the 
proper equipment for your particular re- 
quirements. 


RESPIRATORS ¢ GOGGLES 
GAS MAShS e« HELMETS 


DOUBLE 
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J 
Food For Thought— 
“PERSONALIZED SERVICE” 


At “New York’s Friendly Hotel”, you 
always receive the kind of attention 
you get at your favorite club.. .“‘per- 
sonalized service’ that is sincere and 
prompt. Mull that over—and you'll 
decide to make The Lexington your 
place to stop the next time you 

come to New ——————_ 
York ... Rates 


b / 
from $4. mtr 


Your Vacation City 


MIC Leringlon 


Charies E Rochester, V. P. & Mang. Dir 


LEXINGTON AVE. at 48° ST_W.Y.C. 


y 
aes york’S FRIENDLY oe | 


PLASTICO 


As Molded by G.E. for 


ELECTRIC APPLIANCES 


Long before plastics was specified as 
the material to fulfill the need result- 
ing from the shortage of certain metals, 
the Electric Vacuum Cleaner Company 
asked General Electric to design and 
mold a hood for their Premier Duplex 
model. For plasties offered light weight, 
economy, insulation, inherent color, 
lustrous finish and a design commensu- 
rate with the quality of their product. 


The success of this plastic application 
is typical of the results obtained when 
a close collaboration with G-E plastics 
designers and engineers is effected, 
utilizing General Electric’s complete 
plastics operation extending from de- 
velopment through manufacturing and 
carried on in five plants. Address in- 
quiries to M-85, G.E. Co., 1 Plastics 
Ave., Pittsfield, Mass. PD-188 


PLASTICS DEP 


GENERAL 


ARTMENT 


ELECTRIC 
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industry's réle in defense. ‘The union 
charges that thousands of its members 
| face long periods of unemployment in 
| the changeover from civilian to military 
production (page 18). For this, it blames 
the manufacturers and the persistence 
of a business-as-usual philosophy. The 
| union holds that the industry’s rejection 
_ of the so-called Reuther plan for con- 
| verting auto manufacturing to airplane 
making (BW-—Jan.4’41,p14) will be re- 
sponsible for throwing 95,000 General 
Motors employees out of jobs—some for 
periods as long as a year. 
@ Plug Pooling—U.A.W. committees 
will park in Washington, putting the 
heat on government agencies to effect 
_a pooling of industry resources. ‘The 
| charge that the union is only thinking 
| of having a maximum number of auto 
workers employed so that its dues col- 
lection will hold up may well become 
as big an issue as the now-settled Ford 
controversy. 

Beyond its intended concentration on 
holding auto unemployment to a mini- 
mum, the next year’s activities of 
U.A.W. will be focused on continuing 
organization of aircraft, auto parts, and 
farm machinery workers. The widening 
scope of the union’s ambition is indi- 
cated in its new official name—the 

| United Automobile, Aircraft, and Agri- 
| cultural Implement Workers. Borg- 
Warner, Thompson Products, Curtiss- 
Wright, and Glenn L. Martin are com- 
panies that are now feeling pressure 
exerted by the U.A.W. 


PROPELLER TIEUP 


Last week, the reluctance of the 
A.F.L. International Association of Ma- 
chinists to accept the results of an 
NLRB election at the Caldwell and 
Clifton, N. J., propeller plants of Cur- 
tiss-Wright Corp.—in which an inde- 
pendent union, Propeller Craft, Inc., got 
a majority vote—led to the walkout of 
about 450 machinists at the Caldwell 
| plant and one of this week’s thorniest 
defense strikes. The strike tied up all 
production at Caldwell, since workers 
| were missing from all departments, and 

at midweek no solution was in sight. 
Production at Clifton and the company’s 
| other plants was not affected. 

The union maintains it has a majority 
at the Caldwell plant and that the Clif- 
ton and Caldwell plants should never 
have been lumped together for an elec- 
tion. It is the company’s position that 
it can deal only with the agency certi- 
fied by NLRB and therefore cannot 
enter into negotiations on the strikers’ 
demands. 

In addition to bargaining rights, the 
| Federation men listed at the start 

their “basic demands” as (1) a 20¢- 
an-hour pay increase for all employces; 

(2) a minimum wage of 75¢ an hour for 
| learners; (3) a closed shop; (4) seniority 
| rights; (5) two weeks vacation a year; 


PRECEDENT AT KEARN\ 


Back of this week’s plant-seiz 
crisis in the Federal Shipbu 
ing Co. strike lies the hotly. 
bated issue of whether the > 
tional Defense Mediation Bo 
should approve closed-shop 
mands, even in modified form 
this case, NDMB, after hear: 
union arguments for a full uni 
shop and reclassification of so: 
workmen, recommended a co 
promise ““maintenance of uni 
membership” clause. Under th 
any one of Federal’s workers w! 
were or became members of t! 
striking C.I.O. Industrial Unio 
of Marine and _ Shipbuilding 
Workers at Kearny, N. J., woul 
have to maintain their membe: 
ships to retain their jobs; but en 
ployees would not necessarily hay. 
to join and union membership 
would not be a condition for em 
ployment of new workers. 

Significantly, Charles E. Ad 
ams, chairman of the board of Air 
Reduction Co., representing em 
ployers on the NDMB panel, dis 
sented from the recommendation 
signed by the public and labor 
members—first such split in an 
NDMB panel. The union, which 
had called 16,000 men from work 
on about $4,500,000 of shipbuild 
ing, accepted the recommendation 
after several votes. Federal balked 
and became the first company to 
turn down an NDMB recom 
mendation. ; 

That was the signal for one 
point of agreement for the union 
and the company—that the gov- 
ernment should take over the 
vards of the U. S. Steel Corp. sub 
sidiary. At midweek, official docu 
ments had been drawn up for 
just such a move and were await 
ing the President’s signature while 
parleys continued. 

No hints were given as to just 
how the Navy Department might 
take over the plant—probably “for 
the duration’ —but it was certain 
that there would be no armed 
occupation as in the North Ameti- 
can strike (BW—Jun.14’41,p14). 
Washington did intimate that 
workers might be put on civil serv- 
ice rolls, which, observers noted, 
would frustrate the union, since 
the government has never signed 
a union shop agreement. 


(6) overtime-pay increases; (7) a selective 
service clause; (8) nine paid holidays a 
year; (9) arbitration of all disputes. Ob 
servers agreed that they were plugging 
for a jack-pot in the hope of hitting a 
row of plums—notably the wage increase 
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SEC and Its Laws 


Investment industry and 
the commission are in agree- 
ment on 55 of 86 amendments 
proposed to Congress. 


Comprehensive overhauling of all the 
federal “‘truth-in-securities” laws—the 
first general revision since passage in 
1933 and 1934—was urged on Congress 
this week in two reports. One report 
presented the views of the investment 
industry and the other those of the 
Securities and Exchange Commission. 
Between the two, some 86 amendments 
to three laws are suggested, and all 
parties agree on 55 of these. 

The proposals represent a year of fre- 
quent conferences between representa- 
tives of the SEC, the Investment Bank- 
ers Association, the National Association 
of Securities Dealers, the New York 
Stock Exchange, and the New York 
Curb Exchange. Many industrialists and 
13 other stock exchanges have been con- 
sulted. That all parties could get to- 
gether on as many as 55 proposals, and 
that they should ask Congress to referee 
the arguments on the remaining 21 
points, should augur well for overhauling 
the laws—provided only that Congress is 


able to take enough time off from other 
matters to wade through the job. 

As things stand, most observers are 
dubious that there will be enough time 
for hearings, and for debate in the House 


and Senate, to permit passage until some | 
time next year. Nevertheless, the com- | 


pletion of such an extensive program and 
its delivery to Congress has been the 
subject of no little interest in the finan- 


cial community, and many of the points | 


covered recommend themselves to cor- 
poration executives for serious study. 
The main points directly involving man- 
agement are the following: 

@ Registration—All parties are in agree- 
ment on several important simplifica- 
tions in registration statements covering 
proposed new issues of securities. One 
provides that an issuer who has filed a 
statement on an earlier issue, and who 
has kept this statement up to date by 
filing required periodical reports, might 
register a new issue simply by filing a 
prospectus and such supplemental data 
as the SEC might require. Another pro- 
posal provides that prospectuses could 
be materially simplified, with the SEC 
empowered to suggest specific omissions 
and condensations. Still another pro- 
vides that a registration statement for 
one issue might cover other issues, offer- 
ing of which was not at the moment 
contemplated, in such a way as to sim- 
plify the procedure in registering these 
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additional issues at some later date 

e Exemptions— he present laws exempt 
from registration issues under $100,000 
‘The investment industry suggested that 
this be raised to $500,000, and the SEC 
agreed to $300,000. ‘The commission 
noted, however, that the possibility of 
fraud in small, unregistered issues | 
great, and that raising the exemption 
figure might easily multiply the chanc 

of fraud. 

@ Utility Securities—Ihe investinent in 
dustry seeks to exempt from Securit 

Act registration those utility issues which 
must be scrutinized under the Public 
Utility Act of 1935, just as certain rail 
way securities are exempt because they 
fall under Interstate Commerce Com 
mission jurisdiction. ‘This is flatly op 
posed by the SEC, which contends that 
holding-company law compliance and 
registration under the Securities Act ar 
in no sense duplications. 

e@ Private Placement—Direct sale of a 
security issue in excess of $3,000,000 to 
one or more institutional investors would 
be redefined so as to class as a publi 
distribution rather than as a 
sale. As a result, these transactions, 
which have run into huge totals in r 

cent years, would no longer be exempt 
from registration. Institutional investors, 
however, would be permitted to negoti 
ate with issuers with a view to arranging 
a direct sale prior to the effective dat 
of any registration statement. ‘Thus an 
issuing company, if it could get better 
terms from institutional investors than 
it could on the open market, would be 
allowed free choice. 

e@ Pension Plans—Many 
have urged that pension plans and other 
similar devices should be exempt. ‘lhe 
SEC agrees that registration could be 
dispensed with in most cases, but would 
like to keep discretionary control. In 
some types of cases, nevertheless, the 
commission would agree to automatic 
exemption from registration. 

e@ Proxy Rules—The SEC, contending 
that many corporations dodge its rulk 
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PANGBORN has 
co-operated with in- 
dustry for more than 
31 years—providing 
economical SAFETY 
and SALVAGE in 
DUST CONTROL. 
If you have a Dust 
problem—consult with 
PANGBORN. No 
obligation, of course. 


Make them say 


‘Td like to hear you again!” 


Out of many speakers you hear, someone gets up in 
front of you once in awhile, and from his very first 
words your attention is aroused—you follow his ideas, 
warm to his views, listen with a glow of interest and 
satisfaction. What is it that makes this man’s speech so 
effective, his appearances so popular? You can discover 
the fundamentals—apply them to your own speaking— 
with the aid of this new book. 


Just Published — William G. Hoffman's 
PUBLIC SPEAKING TODAY 


355 pages, 6 x 9, $2.75 


Helps you get confidence, develop a 
livelier style, get a topic, know what 


This practical book cuts through the mass of 


to say, dress up the facts, prepare the 
speech, deliver it, lead a meeting, act as 
toastmaster, develop a more effective 
voice, efc., etc. 


e18 chapters full of most immediately prac- 
tical and useful pointers 

e10 varied actual talks aptly introduced and 
analyzed to illustrate many points 

e Covers all kinds of talks, including radio 
and roundtable 

e560 suggestive topics for practice talks and 
speeches 

¢ 159 discussion and practice assignments for 
public speaking clubs and classes 


psychological and technical analyses and refine- 
ments that have grown up around the subject of 
public speaking, and gives a simple, functional 
approach to the elements of preparing and mak- 
ing a good speech. In short, it is REALISTIC— 
enabling you to see the idea of making a talk or 
speech in a practical light—and, by followin 

logical steps for the purpose, to make your talk 
interesting, informative, convincing. 


10 DAYS’ FREE EXAMINATION 
SEND THIS COUPON 


remittance. ) 
Name 
Address . 


City and State 


McGRAW-HILL BOOK CO., INC., 330 W. 42nd St., N. Y¥. C. 


Send me Hoffman-Public Speaking Today for 10 days’ examination on approval In 10 days I will 


send $2.75, plus few cents postage, or return book postpaid. (Postage paid on orders accompanied by 


(Books sent on approval in U. 8S. and Canada only.) 
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on information that must be conta 

in proxies by simply not seeking st 
holders’ proxies, asks that all cor} 
tions with listed securities be comp< 

to send out such solicitations. This 
vision aims primarily at forcing pub! 

on remuneration of officers and d 
tors. Another proxy rule, advocate: 
the stock exchanges and neither opp: 
nor advocated by other parties, wi 
extend the SEC’s proxy rules to all 
porations with more than $3,000,00 
assets or more than 300 stockhold 
regardless of whether the company 
listed securities. This, the exchanges 
lieve, would encourage more listings 
eliminating one of the motives for 
maining unlisted. 

e Insiders’ Trading—‘The exchan 
would compel “insiders” in unlisted 
well as listed companies to report tra 
actions in securities of their own co 
panies. The SEC neither recomme: 
nor dissents. However, to a suggest 
from the investment industry that 
siders be allowed to buy and sell th. 
own securities within a period ot 
months without liability for recaptur 
of profits by means of a stockholde’s 
suit, the SEC is “unalterably opposed.” 
This relief from liability is desired by 
the exchanges which believe that corpo 
ration officials should be allowed to sup 
port their stocks at times of demoralizc 
markets so as to inspire investor confi 
dence. 

Most of the recommendations of thx 
SEC, being of a procedural nature, ar 
agreed to by the investment business 
However, there is sharp disagreement 
over the commission’s request for more 
power to discipline exchange members 
under the institution’s own rules. 


VICTIM OF DEFENSE 


When California’s giant Bank of 
America set up its plan to sell its trade 
marked instalment credit plan to banks 
throughout the country (BW —Apr.26 
’41,p64) there had been relatively little 
talk about curbs: on consumer credit 
Timeplan, Inc., was launched with a 
good deal of fanfare, and national head 
quarters were set up in Chicago. 

Recently, however, Timeplan’s head 
man, bulky E. A. Mattison, has inti 
mated that the drive to limit instalment 
sales might necessitate dropping the 
idea. This week, even though he had 
received inquiries from some 600 inter 
ested banks and had about 350 on his 
“likely” list, Mr. Mattison called off 
Timeplan’s national program until con 
ditions are more favorable. 


“DEATH” EXAGGERATED 


The State of New Jersey isn’t going to 
be forced into the railroad business. Not 
if officials of the New York, Susque 
hanna & Western Railroad have any 
thing to do with it. Their unqualified 


Business Week * August 16, 194! 


demals come as a result of a statement 
attibuted to Federal Circuit Judge Wil- 
Jia Clark to the effect that the property 
would be presented outright to the state 
in November if provisions of the new 
railroad tax compromise (BW —Jul.26 
'41,p49) are put into effect. 

[he tax plan, which helps large car- 
riers that cross New Jersey, increases 
the load on roads whose property lies 
entirely within the state. The Susque- 
hanna’s tax bill for 1940, on the old 
basis, was $272,000, but on the new 


would be $439,000. Even so the off- | 


cials estimate net for the first half of 
1941 at $400,000 after all charges, and 
point to postal savings and bank ac- 
counts totaling $1,216,000 as evidence 
that there’s no reason for the road’s 


suicide. Interest charges will be about | 


$620,000 for the year. 


THE MARKETS 


Disturbing Factors 


Accumulation of a long list of restrain- 
ing factors has nipped the rise in stock 
prices at least for the moment. Viewed 
singly, most of the developments on the 
home front could have been matched 
with weightier favorable items, but the 
disturbing character of several foreign 
situations militated against any counter- 
balancing. In fact, there was widespread 
comment on the fact that share prices 
did as well as they did. 

Traders were somewhat concerned 
about Nazi successes in Russia, but it 
can hardly be said that there was any 
surprise. Much more disturbing was the 
way in which the Germans put the 
United States in the middle on foreign 
policy. Menacing Japanese moves were 
enough to give the State Department a 
full-time job of worrying. ‘Then, with 
fine timing, there came the announce- 
ment of fuller French collaboration with 
Hitler's “new order,” which meant that 
Washington must at once consider seri- 
ously the problem of island bases in the 
Atlantic as well as the future policy 
toward France’s African outposts. 

The stock market could hardly be 
expected to get up much steam as long 
as the imponderables posed by these for- 
eign developments were unanswered. 
Even the intensified air warfare against 
the Reich was obliged to take a second- 
ary position in market calculations. 

With stock buvers thus restrained, 
news on the home front was sufficient 
to explain the steady dribble of selling. 
There was the Treasury's insistence on 


its excess-profits tax plan. There were | 


labor flareups like those at Federal Ship- 


The office boy played golf— 
while | played OFFICE BOY! 


The office people take turns 
about coming in Saturday. It was 
young Joe Harris’ turn and I was 
in because I had to sign a flock of 
letters for the Community Chest— 
I’m Chairman this year. Well, just 
before noon, Doc Eldridge called up 
and said our club team was short a 
man for a match in Titusville, and 
Joe Harris was an alternate. Could 
I spare him right away? .. . I said 
sure—and found myself stuck getting 
out all those letters on a Saturday 
afternoon—when I play golf! 

First I thought it was dumb to 
hire a boy who plays golf too well... 
Then I figured if we had a Postage 
Meter, the mail wouldn't interfere 
with anybody's golf... 

A Pitney-Bowes Meter makes 
child’s play out of any mailing job 


... Set the Meter to print any value 
stamp you want— and out comes 
the envelope with a printed stamp, 
postmark and your advertisement 
printed on its face, and the flap 
sealed. All in a split second! 

The Meter will print any kind 
of postage needed for any kind of 
mail, including parcel post. It’s a 
motion saver, work saver, time 
saver, eventually saves its cost in 
postage, is worth more than it costs 
in convenience alone .. . 

Moreover, the Meter keeps 
track of postage, and keeps it safe 
always—fool proof, theft proof. And 
Metered Mail, already cancelled 
and postmarked, moves faster in 
the postoffice, can make earlier 
trains . . . Almost any business 
can afford a Pitney-Bowes Meter 
today. Ask our nearest office for a 
demonstration in yours—soon! 


Pitney-Bowes POSTAGE METER CO. 


building’s Kearny works and at the | 
Curtiss-Wright propeller plant. But | 
even more important, there were the | 
expanding curbs placed on normal busi- | 
ness by the many Washington policies 


1437 Pacific St., Stamford, Conn. 
Branches in principal cities. Consult your 
x phone directory... In Canada: Canadian 
Postage Meters & Machines Co., Ltd. 
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Here in The Austin Company’s 
new drafting room. . . men 
who are speeding the build- 
ing of America’s defense 
plants work better, faster 
under MILLER FLUORESCENT 
TROFFERS*. When engineer- 
ing ‘‘experts’’ select MILLER 
lighting for their own use, 
what more need be said! 


*K MILLER TROFFERS—a proven and 
guaranteed Continuous Recessed 
Fluorescent Lighting System, ideal 
for offices, banks, drafting rooms, 
commercial establishments and 
many types factories with acoustical 
or other hung ceiling constructions. 
Write for helpful new Bulletin 2G. 


There are 24 rows of MILLER FLUORES- 
CENT TROFFERS recegsed in the plaster 
ceiling of this 70°x80" room, providing 
Austin draftsmen with cool, weil-distributed, 
shadowless light to sid their vital work. 


S 


MILLER OFFERS A COMPLETE LINE of incandes- 
cent and fluorescent lighting equipment, wry: 
the well-known IVANHOE ‘50 FOOT CAN- 


DLER”’ 


(RLM Continuous Wireway Fluorescent 


Lighting System unexcelled for modern plant 


lighting), and backed 


almost 100 years of 


commercial and industrial lighting spaaienpetion. 
There is am answer to your problems in this 
specialized, unbiased lighting service. 


E MILLER 


Pionse 
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COMPANY 


MERIDEN, CONN. 


| necessitated by defense and lease-| 


Full priorities on steel, a price cei! 


} On Copper, and a maximum price 


raw sugar were simply this week’s m 
festations of the underlying trend 
tually, the main point is that product 
for civilian use is being curtailed 
priorities, distribution is being direct 
by means of control over instalm: 
credit and price regulations, and mi 
plant capacity and labor supply must 
converted to defense production or « 
abandoned. Wall Street has been aw 
all along that some such sequence 
events had to be expected, but app 
ently there were many investors w 
were slow to act on this knowledge 


Security Price Averages 


This Week 
Week 1yo 


Vonth 


Stocks Ago 


50 Industrial 
20 Railroad 
20 Utility 
Bonds 

20 Industrial 
20 Railroad 65.6 
20 Utility 101.1 
U. S. Government 110.8 


100.4 
30.0 
144.9 


102.4 
30.8 
46.1 


102.4 
30.3 
15.9 


91.0 91.2 91.1 


66.8 
101.1 
112.0 
Data tandard 
government b 


Ha 


COMMODITIES 


Copper Price Plan 

Fixing of differentials for 
high-cost producers is left to 
Metals Reserve Co. after flat 12¢ 
ceiling is imposed. 


Taking a long step in ironing out the 
troublesome price situation im coppcr, 
the Office of Price Administration and 
Civilian Supply this week slapped a 
basic ceiling of 12¢ on the red metal 
and turned the matter of differential 


| for, high-cost producers over to th 
| Metals 


| company, Reconstruction Finance Corp 


Reserve Co. ‘Thus the latte: 
stockpile agency, adds an important 
function to its earlier rdle of importer 

Differentials on copper have occu 
pied the attention of OPACS (and 


many of the copper-state congressmen 


| for months. Before the position of th« 
| metal became extremely tight, the au 


thorities argued that there was no point 
in raising the price on all our production 
from 12¢ a lb. to 16¢ a lb. in order to 
get between a 5% and a 10% increase in 
output. Later, with greater need, plan 
were brought forward which would have 


| allowed 14¢ to 16¢ a lb. to the marginal 


producers while other quotations would 
remain pegged. Difficulties in army 
ing at proper differentials long have 
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blocked a solution. Meanwhile, OPACS 
P allowed the primary producers to sell 

+ 12¢ a Ib. while the custom smelters | 
7 ve been = ys ey 

Now it appears that the extra half . > 
cent for 7 sparen smelters will be | aalts NORTON ABRASIVES _ K 
eliminated. In stating that a small part = 

f the country’s output might be kept 
( off the market by an arbitrary 12¢ price, 
OPACS appears to be considering high | 

cost producers rather than the custom | 
smelters, because these smelters cannot | 
be regarded as a “small part’ of the | 
country’s capacity. 
e By Negotiation—Mctals Reserve ap- 
peels is left to arrive at differentials 

by negotiation. Presumably the agency 
will buy for any figure it deems fair in 
order to get the production and will | 
allocate the metal thus acquired at the 
fixed 12¢ price. At present, it is bring- 
ing in about 30,000 tons of Latin 
American copper each month. For this, | 
it pays 10¢ a pound and its selling price 
Is 12¢. 

There's an old argument as to how 

this imported copper should be handled. 
Whether the Metals Reserve pays the 
duty of +¢ a Ib. to the Treasury on this 
foreign copper, or whether the impost 
is waived by the ‘Treasury on the 
grounds that the government can hardly 
pay a tariff to itself, really is ac: ademic. 
In the case of high-cost domestic cop 
per, however, the Metals Reserve Co. 
apparently will take a loss amounting to | Today, quality and refinements in products of 
the difference between 12¢ and the price 
it has to pay. 
@ Need Is Demonstrated—July copper tical instruments are measuring surfaces in terms of 
statistics re-emphasize the necessity for 
large imports and for stepping up home 
production as much as possible. ‘The Just what is a millionth of an inch? Magnify a millionth 
industry delivered to consumers about 
143,000 tons. To hit that high figure, 
imports had to furnish 32,463 tons, and | of magnification an inch would be sixteen miles long. 
there was a draft of nearly 24,000 tons | 
upon stocks of copper on hand. 

High shipments in recent months | precision to shoot at is keeping research engineers con- 
may in part be accounted for by over- 
buying. There admittedly has been a ; , he ; 
tush on the part of purchasers who produced with abrasives—processes of grinding, lapping, 
anticipated the imposition of full pri- | and superfinishing are results of exhaustive research. 
orities (BW —Aug.9’41,p69), and sup- 
pliers who were getting vetter than 12¢ 
a lb. probably have gladly released metal | are bringing abrasive finishing processes nearer and 
to get under the wire before elimination 
of their premiuins. 
@ Expectations—However, monthly ship- | e 
ments at the rate of 143,000 tons would | 
come to nearly 1,700,000 tons on an | 
annual basis. That lines up with current NORTON COMPANY, Worcester, Mass. 
calculations in Washington that we have 
to have 1,700,000 to 1,800,000 tons a 
year in order to allot even as much as 
300,000 to 500,000 tons to civilian 
needs. Presuming that, even with price 
differentials for high-cost copper, this | 
country cannot hope to turn out more | 
than 1,150,000 to 1,200,000 tons a year, 
it seems certain that the Metals Reserve 
Co. will continue to try to buy upwards 
of 500,000 tons a year from Latin 
America. 


all kinds are uppermost in the minds of engineers. Prac- 


microinches. 


part of an inch up to one inch, and using the same rate 


The introduction of new alloys with new standards of 


stantly on their toes. The near-perfect surfaces are 


Through their endless research, Norton research scientists 


nearer to absolute mechanical perfection. 


BEHR-MANNING DIVISION, TROY, N. Y.—Abrasive Paper and Cloth 
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New RECORDING 


SPEEDOMETER 
provides daily record 
chart of truck’s performance 


Illustration be- 
low shows Tach- 
ograph open. 
Finger points to 
chart on which 
three styli have 
recorded move- 
ments of truck. 


Amazing New 


TACHOGRAPH 


automatically charts 
speed of truck. Also records 
starts, stops and time out 


Now you can sit at your desk and 
by reviewing the daily record chart 
taken from a Tachograph-equipped 
truck, you can know how efficiently 
the truck is being handled. 

At the beginning of the daya chart 
is placed inside the Tachograph 
which replaces the conventional 
speedometer on.a vehicle. At the 
end of the day the chart is removed, 
and you have a graphic record 
showing time the truck engine 
was started, distance and speed 
traveled, as well as all stops and 
length of stops. 

This data is a definite boost for 
the good driver, anda guide for help- 
ing less efficient drivers improve 
so as to effect savings and safety. 

TheTachograph isavailableintwo 
models. Model “A” records speed 
in M. P.H.,and Model “B” inR. P. M. 


For complete informa- 
tion, get FREE COPY 
of descriptive booklet 
“Savings and Safety.” 
It tells all about the 
Tachograph manufac- 


tured Sangamo 
Electric Company, and 
distributed exclu- 
sively by the Wagner 
Electric Corporation. 


Clip Coupon Today for Details! 


ee ee ee ee ee oe ee 
AUTOMOTIVE PARTS DO!VISION 
* 


6423 Plymouth Ave., St. Louis, Mo., U. S. A. 

He fee cteanacince 4 Sealer paths se 2 
rest 

Hg orwdeese'g branch call on us regarding 
Name and Position 
Cc - 7 
Address 
We op 
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BUSINESS ABROAD 


Crisis Shaping Up 

Swift German moves on 
world front are designed to 
force an economic showdown 
with Britain and United States. 


Vital decisions are being made this 
week which will mark the next great 
turning point in this war. And, as is 
always the case when a new crisis devel- 
ops, ‘there are rumbling warnings on all 
fronts and tension is again coming to 
fever pitch. 

This crisis hangs on the campaign in 
Russia. The Soviets, after eight weeks 
of powerful resistance to the Germans, 
are beginning slowly to show signs of 
vulnerability on the critical Ukraine 
front. There is no evidence of a rout 
or of any break in morale, but Moscow’s 
breadbasket, its greatest industrial zone, 
and 80% of its oil supplies lie in the 
path of the German drive which in the 

| last week has been gathering momentum. 
| @ New Moves—Meanwhile, unable to 
| wait for a victory in Russia because they 
| fear to lose the initiative in the West to 


London or Washington, Nazi lea 
have started their next moves. 
In the Far East, T'okyo—under | 
sure from Berlin—has precipitated a 
jor crisis intended to hold import 
British and American forces in 
Pacific. With the world’s third lar; 
navy, an aggressive Japan—even tho, 
faced with alarming shortages of : 
materials which would be quickly int 
sifed by an Anglo-American blockad 
compels the western powers to mainta: 
a huge air and naval force in the Oric 
if they are to maintain control of thc 
seas, protect their own colonies, and aid 
China. 
@ France Capitulates—Now, in order to 
make that crisis completely embarrass 
ing to hard-pressed Washington and 
london, Germany this week forced thx 
final capitulation of the Vichy govern 
ment, which means that Germany is 
likely soon to be in full control of th« 
remnants of the French navy, and at 
liberty to move through the important 
French colonies in North Africa. his 
strengthens the Axis base in Libya, pre 
pares the way for an attack on Gibraltar, 
and brings Nazi troops—unopposed—to 
Dakar. Incidentally, it also confronts 
the United States immediately with the 


CORK IN NEW YORK 


With her cargo of Algerian cork over- 

flowing onto the decks, the French 
| freighter Ile de Re returned to New 
| York last week from unoccupied 
Fiance, where she had delivered a full 


shipment of Red Cross supplies. Be- 
cause of our acute shortage, the cork 
will be rationed by the Office of Pro 
duction Management—as will other 
shipments scheduled to arrive regu- 
larly in a new French Line service 
between N. Y. and North Africa. 
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question of Occupying the French pos- 
gssions in this hemisphere (especially 
Martinique and French Guiana). 

But mainly it means that, unless 
tondon and Washington are prepared 
to move speedily before the Germans 
ye able to bring reinforcements from 
Russia, Berlin again is ready to take the 
mitiative in the West, and with the 


new advantages of unopposed occupa- | 
sion of French territory and the support | 


of the French navy. 

¢ Danger in Iran—These are the main 
actors behind the week’s crisis, but 
there is one other danger spot which 
must not be overlooked. A terrific diplo- 
matic tug-of-war is taking place in Iran, 
vhere the British and Russians have 
een putting pressure on the govern- 
nent to squeeze out the Germans. ‘The 
ttle isn’t over yet, but the outcome 
§ important. 

Great Britain fuels both its Indian 
Ocean and Near Eastern fleets from the 
geat oil wells of Iran. Russia knows 
that one last route over which supplies 
can come from the West if Vladivostok 
and Murmansk are closed is the railroad 
from the Iranian Gulf across Iran to the 
Caspian. 

Berlin’s new moves leave no room 
for delay. Hitler expects soon to be in 
full control of all of Europe and in an 
advantageous position quickly to grab 
all of northern Africa. It is significant 
that during the last two weeks, Nazi 
editorial writers have started talking 
about a world divided into only three 
great economic spheres—one dominated 
by Germany, one by Japan, and one by 
the United States (page 74). It is an 
obvious threat to London that it is 
wiser to capitulate now to German con- 
trol of the Continent and northern 
Africa than to run the risk of losing 
the Empire in a showdown with Berlin 
and ‘Tokyo. 
¢ Washington’s Rdle—This is the situ- 
ation -which confronts London and 
Washington this week. There is no 
ign that either capital has any intentien 
of yielding but it is plain that a decision 
to carry on demands bold and immedi- 
ate action. And along this course, 
Washington will undoubtedly be forced 
to play a far more active part. 

It is no coincidence that Brazil an- 


nounced this week that it had author- | 


ved the United States to build or en- 


iatge eight airports; or that U.S. Army | 


oficers called this week for service in 


Puerto Rico were warned that they | 
“further 
south;” or that a U.S. military mission | 


might ultimately do duty 
arrived in Brazil a few weeks ago. 


Business should be prepared for sur- 


prising announcements and quick moves. | 


lhe defense program will be tightened 
up abruptly and full wartime controls 
over business are likely to be imposed 
whether this country’s crisis develops 
first in the Atlantic or the Pacific. A 
big new showdown is just ahead. 
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YOU NAIL DOWN THE VALUE 
OF YOUR DOLLAR ..... When you 
invest it in a home of your own 


Of all the-types of dollar investment avail- 
able today, home ownership is one of the 
safest, soundest and most satisfying. The 
dollars you put in a home are pegged at 
their present value. And with their pegging 
you clip the wings of housing costs for 
years to come. Should rents and values 
rise, your monthly payments remain sta- 
tionary and the security of your home 
investment is increased. 

But there are other deep and lasting sat- 
isfactions which a home planned to suit 
your needs gives you and your family — 
such as your family’s yearning for privacy, 
for a place of their own, in an environment 
of your family’s choice. 

Planning and building a home is a fine 
experience in creative living. And to help 
you with your planning — to help you get 
the kind of home you want, well designed, 


4-SQUARE LUMBE 


The Fifty 4-Square Home 
Designs are yours to ex- 
amine and use. Your 
4-Square Lumber Dealer 
has them and will be 
glad to go over them with 
you. He can help you 
with your planning. He 
knows local conditions. 
He can put you in touch 
with a reliable builder. 
He can arrange the fi- 
nancing of your home on 
convenient, rent-like 
terms. 

As a starting point in 
your planning, send for 
the Home Planners Guide 
and the name of your 
4-Square Dealer. 


well built and of high resale value—Weyer- 
haeuser makes available for your use the 
professional pointers of 26 leading American 
Architects and Weyerhaeuser Engineers. 


26 LEADING AMERICAN 
ARCHITECTS show how to 
get greater home value 


@ Never before has so much home 
value been available in every budget 
bracket ... and asa guide to getting 
this value, 26 leading architects were 
commissioned by Weyerhaeuser to 
work with Weyerhacuser engineers 
in designing Fifty 4-Square Homes 
— master patterns of expert room 
arrangement, authentic architec- 
tural design and strong, rigid, en- 
gineered construction. These are the 
basic elements of home value and 
they are detailed in a free booklet, 
the Home Planners Guide, which 
the coupon below will bring you. 


Copyright 1941, Weyerhaeuser Sales Company 


be Home 
Pointer Plenner: 


4-SQUARE HOME 
BUILDING SERVICE 


WEYERHAEUSER SALES COMPANY 
2042 First Nationa! Bank Building 
Seint Poul, Minnesota 


Please send me the name of the local 
4-Square Lumber Dealer and the Home 
Planners Guide. 
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RALEIGH MET 
DEATH WITH A 
PIPEFUL 


IR WALTER Rake. so the 

story goes, “tooke a pipe of 
tobacco a little before he went to 
the scaffolde."’ Having learned 
about smoking from Sir Francis 
Drake and Ralph Lane, first gover- 
nor of Virginia, Sir Walter did much 
to spread tobacco’s opularity in 
England and on the Continent. 


First cultivated commercially in 
Virginia in the 17th century tobacco 
is now grown in 18 of the United 
States and in localities scattered 
from Quebec to Chile, from Sweden 
to the Netherlands East Indies. The 
United States, largest tobacco con- 
sumer, is also by. far the largest 
producer and both our imports and 
exports of the leaf are substantial. 
Many costly imported grades are 
essential for the blends demanded 
by American smokers. 


For tobacco grown, harvested and 
warehoused in foreign lands, as for 
many other products of field, fac- 
tory and mine that we import, AlU 
worldwide insurance cite pro- 
vide protection against loss. 


Companies not now using this serv- 
ice are invited to confer with us 
through their own insurance brokers 
or agents. 


AMERICAN 
INTERNATIONAL 
UNDERWRITERS 
CORPORATION 


New York San Francisco 
Havana, Cuba Manila, P. I. 
Bogota, Colombia, S. A. 
Shanghai, China 
Hong Kong 
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New Nazi Plan 


| Reich’s Caesar proposes 
division of all the world into 
three economic parts—Part One 
being German, of course. 


BERLIN—Following the recent more 
encouraging news of progress on the 
Russian front, Berlin’s blueprint for a 
new economic world order seems to 
have undergone a significant change. 

When the war started in the fall of 
1939, Nazi planners generally looked to 
the day when the world would be di- 
vided into a German bloc (controlling 
the entire European Continent and the 
Mediterranean basin), a British bloc (the 
Empire minus its Mediterranean hold- 
ings and with India and South Africa 
open to unrestricted trade with all na- 
tions), the Western Hemisphere, Far 
East, and Soviet Russia. 

But for nearly two weeks now, the 
official German press has been writing 
in a new vein. Apparently confident 
that Germany can defeat Stalin and 
grab vast stretches of Soviet territory, 
Nazi editorial writers are beginning now 
to divide the world into just three great 
economic spheres, one dominated by 
Germany, another by the United States, 
and the third by Japan. 

@ British Written Off—Details of this 
proposed partition of the world are not 


' yet filled in. Significantly, no room is 


left in this blueprint for the British 


_ Empire or its remnants after the antici- 


pated German victory. This omission 
is explained by the fact that absorption 
of the Dominions by the United States 
is taken for granted. And Germany, 
according to the pattern as it is un- 
folding in various official statements this 
month, is to control all of Europe and 


| two great appendages: one in Africa 
| (the Berlin planners speak frankly of 
_ controlling at least od 

| Africa) and the other reaching across 


nern and central 


Russia to the fringes of Asia. 


The plans recalled to the minds of, 
_ ardent party members Hitler’s bold and 


prophetic words spoken at the great 


| Nuremberg rally in 1936: “If the Urals, 
| with their immeasurable treasure of raw 
| materials, 
| limitless grain fields were to be in Ger- 
| many, this country under National So- 


and the Ukraine, with its 


cialist leadership would swim in plenty.” 
In Eurasia and in Africa, Germany ex- 
pects to secure the minerals and tropical 
products which will make the new bloc 
completely self-sufficient. 

@ Western Dependents—While admit- 
ting that theoretically the Western 


| Hemisphere likewise can produce within 


its limits all necessary products except 
rubber and silk (there’s no admission 
that rubber, in 10 years, could be grown 


| in sufficient quantities to cover most of 


the bloc’s needs), German ed 
tinue to stress the fact that th: 
Hemisphere can never absorb 
agricultural surpluses of Sout! 
which, they insist, will alway 
economically on European m 
Fitting into this new pict 
world divided into just three 
nomic blocs is the report thi 
the influential Reichskredit Gx 
which points out bluntly th 
dominance in the business \ 
already been eclipsed by th 
States, which now “through 
of raw materials for its huge a: 
program dominates world ma 
dictates world prices.” 


A Latin Surprise 


Machine tools made in 
South America arrive for sale 
in U.S. Hemisphere defense 
and economic plans advance. 


A few weeks ago, the machine-to 
industry was shocked by the announc 
ment that a shipment of South Amer 
can-made tools had arrived for sale iy 
the United States (BW—Jul.26’41,pl4 
Though it sounded like carrying coals t 
Newcastle, the report was true. Small 
tool shops in the Argentine and Braz 
have progressed during the last few years 
to the point where they are able to fill 
some of the wartime needs of the United 
States for simple tools. 

And a Sao Paulo, Brazil, manufacturer 

startled Washington late last month 
with an offer to supply the Army with 
50,000 shells a month for heavy guns, 
and 5,000,000 rifle and machine gun 
shells. All the material for the job would 
be supplied in Brazil. 
@ Economic Integration—Since _ then, 
fresh developments have come to light 
indicating that considerable progress is 
being made in the defense and economic 
integration of the hemisphere. 

Though Washington and Pan Amer 
ican Airways have been discreetly silent 
about it, Pan American has recently re 
ceived the green light from the Brazilian 
government to go ahead with — 
plans to build, improve, and equip eight 
airports—stretching along the “bulge 
from the Amazon to the port of Salvador 
—‘“‘so that they will be able to handle 
the largest planes.” It is from these 
bases that Brazil (or the United States 
would defend Latin America from an\ 
attack that might be launched fron 
Dakar. This is one of the moves whic! 
this week called bitter protests fro 
Nazi Germany against “dollar imperial 
ism” in Latin America. 

e Training Pilots—Defense plans ar alsi 
behind the report from Buenos. .\ires 
that the United States is completing 
plans to train 200-300 civilian pilots a 
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Con. year, and the announcement from Wash- 

Stern ington that 16 Latin American captains ‘ M F H ELPS 
“ and lieutenants will arrive in ‘Texas next | 
nericg 


weck to take the refresher course at 


7m Randolph Field. They are the first of 
. 65 junior officers who will serve in vari- SPEED UP DEFENSE 
Of a ous branches of the U. S. Army for ” 


ne six months. 
a But not all moves are military. To : 
‘schatt, make this hemisphere less dependent on ; SH | PMENTS 
nt the Far East, i Japan ecchons to , 
lle cause trouble and possibly interfere with * 
United vital supplies of rubber, tin, and jute, 
— the United States is encouraging the 
nanient development of these more 4 nearer 
- home. More than a million rubber trees 
from seeds and grafted buds will be 
planted in Peruvian government nurs- 
: eries this year. Last year saw large-scale 
€ development of rubber plantations in 
he Haiti and Brazil. 

e in e Tin Problem—No Bolivian tin beyond 


r sale the five-year contract for 18,000 tons a 
yeat has yet been signed up for the 
fense refinery which is to be completed at 


Texas City, Tex., this winter (BW — 
Mar.8’41,p61), but, worried over the 
crisis in the Orient, Washington last 
week ordered the Metals Reserve Co. to 
buy 20,000 tons of tin immediately from 
the Netherlands East Indies for refining 
with the Bolivian ores at Texas City. 
Guess of the trade is that the Dutch 
metallurgists who will operate the ‘l’exas ; 
refinery also had a hand in the decision. | | ; aml 
The low-grade Bolivian ore probably will Few ta Mi 
refine more readily when mixed with the te og ge ayy = 
better Far Eastern grades. | delivery to the U. S. Army | 
A note from Brazil last week created — esti 
consternation in the rich India trade. 


nce. 


inne-tor 
nounce 

Ameri 
sale in 
tl pl4 
coals t 
_ Small 
1 Brazi 
Ww Vears 
e to fill 
United 


“nonth ff The United States buys practically all |  & Doe Steetaran, is ® Setwmipment ing ahe shipping, packs of the ‘numer 
month Saal “4: CE. eran. Acme Steels g : of 
ny with + ding ee Som India, takes goennd made shipments “Bound To Get ous products listed in the Federal 
y guns than $60,000, a year. Brazil pore There” faster, safer during World Standard Stock Catalog as well as 
as ee reports its first successful commercial War I—have continually facilitated specifications QQ-S-781, 42-S-11 and 

oT jute crop of 350 tons for 1940, with out- handling and protected shipments of | NN-B-621A are met with Acme Steel- 


b would put this year passing 1200 tons. every industry for both defense and strap. 


4 ¢ Spurring Production—Compared with civilian needs. 
1€N, peed. ; : 
i> keds annual United States imports of at Acme Steelstrap Meets All ACME STEELSTRAP PROCESS 
tee a least 25,000 tons, Brazil has only made Government Strapping Specifications SIMPLIFIES LOADING AND UN- 
nth San pd eet We IS Cooperating with government authori- LOADING @ RELEASES CARS 
- , year s ties, carriers and manufacturers, Acme 

crop to be harvested for seed and provid- engineers are developing practices to a Sees eee veereee 
| Amer ing interested farmers with seeds at assure the safe arrival of practically @ PERMITS CAPACITY LOADING 
y silent government expense. every type of product used for Na- @ ASSURES SAFE DELIVERY 
ntly r¢ Argentina is less concerned with the tional Defense. 
razilian Pacific supply threat than with the sup- 
aborate plies that have been cut off from the 
iP eight Mediterranean. Already reaching for the | 
‘bulge U.S. vermouth market vacated by the sgl tee Ne 
alvador French and Italians (BW —Dec.14'40, | 2828 Archer Ave., Chicago, Ill. © Branches and Sales Offices in Principal Cities 


handle p6+), and the cheese market once sup- Textiles of all types are easier Food products are given full Fast, safe shipment of navy 
1 these plied by the same two countries (BW -— to bandle, reach the services protection in transit by proper shells assured by Ac me Unit 
States ’ ; x safely when Acme _ Steel- use of Acme Sizeistrap. Load Process of bracing car 
Sti Nov.9’40,p60), the Argentine now has strapped. load ladings. 

ym any created a special government committee = = 

1 fron to promote olive culture in the northern 


Sas 
\AWA/ 
Wy) 


» whicl part of the country. 

S$ Iro1 While Washington is strengthening 

spo its military and supply ties, the National |} SS 
Association of Retail Grocers is boosting = 3 |} wali. ——| 

are als “good neighbor” policy by having its 7 = in 

s Aures complete “grocers’ study course” trans- 

pleting lated into Spanish and Portuguese for 


yilots 3 distribution to retailers in Latin Amcrica. 
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THE MONROE Aid from Canada? 
DOCTRINE 


TO PROTECT business profits by 


avoiding or removing losses caused by 


inaccurate, slow, or inadequately organ- | 


ized figure work. 


TO COOPERATE with management 
in simplifying, coordinating, and expe- 
diting all figure work in an entire busi- 


ness establishment. 


TO INSURE continuity of maximum 
figure production at lowest cost and 
relieve figure workers of the stress and 


the strain of figure work. 


TO PROVIDE fast, simple, easily-oper- 
ated machines of quality construction 
for all types of business figuring, backed 


by nation-wide service. 
* 


MONROE CALCULATING 
MACHINE COMPANY, INC. 


BEHIND EVERY MAN IN 
UNIFORM ARE 13 PAIRS 
OF HANDS... 


Uncle Sam's defense program de- 
pends largely on the efficiency of 
plant workers. Workers with healthy 
hands do better work and more of 
it. Formula SBS-11, the safe indus- 
trial skin cleanser cleans dirty hands 
quickly—easily removes grease and 
grime. It helps keep workers’ hands 
healthy and efficient. Costs less than 
lc per week per employee. Write 
today for generous free trial supply 
to Sugar Beet Products Co., 304 Wal- 
ler Street, Saginaw, Michigan. 


Formula SBS- 


WASHWORD OF INDUS 


THE 


76 © Business Abroad 


| Malcolm MacDonald 


Joint Economic Committee 
considers turning Dominion gold- 
mining outfits to production of 
base metals for United States. 


OTTAWA—A good example of how 
U.S.Canadian wartime economic co- 


| operation may be expected to operate is 


provided by a proposal under examina- 
tion by the Joint Economic Committee, 
which met in Canada last week. It is 


| suggested that Canada’s important gold 


mining outfits be shifted to the produc- 
tion of copper and other metals needed 
in the United States defense program. 

I'he committee's immediate job is to 
examine the feasibility of the plan in 


| relation to all interests involved. One 


angle is the necessity of safeguarding 
the legitimate interests of the big gold 


| industry. Its present occupation is more 


profitable than mining base metals 

would be. Another is the loss in U.S 

exchange which Canada would face. 
One method of meeting both these 


| considerations would be for the United 
| States to purchase gold 


“futures” in- 
stead of the actual gold. Canada would 
get the exchange; the gold companies 
would be assured they could revert to 
normal business after the emergency. 

e U.S. Buys Planes—Another illustra- 
tion of transborder coordination—al- 
though not one that comes under the 
joint committee—is United States pur- 
chase of trainer planes from Canadian 
plants. ‘he Hyde Park agreement thus 
operates, as forecast, to keep Canadian 
aircraft plants usefully employed after 
they have filled the trainer plane needs 
of the Canadian Air Force and the Com- 


| monwealth air training program. 


The orders, amounting to $25,000,- 
000, go to Canadian Car & Foundry Co. 
(now completing an order of Hurricanes 
for Britain), de Haviland Aircraft of 
Toronto, Noorduyn Aviation of Mon- 


' treal, and to Link Trailer Co. of Gana- 


nanoque, Ontario. 

@ Harmful Publicity—The good job 
done by the British High Commissioner 
in going across 
the border to give direct denial to isola- 
tionist misrepresentation of Canada’s 
war job and aid to Britain cheers Cana- 
dians, but Ottawa is still worried about 


| the difficulty of overtaking harmful pub- 


| licity at Washington. 


Since the lease- 
lend bill was passed, the Ottawa govern- 
ment has taken the trouble to assert 
that in volume Canadian aid to Britain 
is at least proportionate to United States 
aid and that its terms are equivalent— 
since Canada is already financing over 
$1,000,000,000 worth of goods sent to 
Britain. But these rejoinders haven't 
stuck. 

Out of the worry has come—belatedly 


—the idea that positive assertion 
would make news would be mor 
tive than denials. ‘This involves 
by Canada that could be ann 
with fanfare. Example: large gi 
Canadian goods to Britain in p! 
supplying them on credit through 
dian accumulation of sterling. 
nents of the plan think it would d: 
to drown out the misrepresentati 
United States isolationists than re 
denials of their statements. 

© Inflation—Canada’s cost-of-living 
jumped 1.4 points in June to 11] 
a similar rate of advance will be 
when the July figure is available. 
prices in June advanced from 112 
116.6 but this is partly attributed to sea 
sonal upping of vegetable prices. 

This week a cabinet committee is put 

ting into final form a further recognition 
of upward movement in living costs by 
a bonus for the civil service to meet th 
advance (BW —Jul.19°41,p14). Some of 
the provinces already have put the plan 
into effect locally. 
@ Newest Bottleneck—Ottawa may soon 
appoint a transport controller in ‘an ef 
fort to crack the problem of urban trans 
portation bottlenecks in cities wher 
war industries have swollen the worker 
population. One = now being studied 
is changing of shift hours at factories 
and staggering attendance and quitting 
times of office workers. 

Voluntary gasoline conservation is 

aggravating the transport shortage 
l'ramway and bus companies have to 
get import permits for new vehicles or 
parts from the United States and pres 
sure for exchange is an obstacle. 
@ Rails Pay Bonus—As a direct result of 
the government’s action a month ago in 
making the cost-of-living bonus compul- 
sory in war industries, Canadian rail- 
ways have agreed to pay the bonus to 
their 136,000 employees. <A _ concilia- 
tion board award recommended that the 
bonus be limited to those getting $25 3 
week or less but this was rejected by 
Ottawa when the bonus was made man 
datory. 

The bonus is figured on a 7.7 advance 

in the cost-of-living index at the time of 
the negotiations and the bonus, being 
at the rate of 25¢ a week for every point 
rise now amounts to $1.93 a week. A 
further bonus will be in order when the 
index has advanced another five points. 
Cost to the two railroad companies is 
around $9,000,000. 
@ Water Shortage— When Canada’s 
highest waterfall—the picturesque Mont- 
morency Falls in Quebec—went bone (ry 
last week it underscored a worry of the 
Dominion’s power controller: effect of 
subnormal rainfall on power supplies. 
It is already measurable and unless rain- 
fall increases soon further power con- 
servation measures will be needed in 
Ontario and Quebec. Lumber and pu!p 
companies are having trouble getting 
logs out of the bush. 
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Father, Dear Father 


Sept. 15 is going to start ‘Tavern 
Week. 


Household Hints 


In the 1941 uniform regulations of 
the U.S. Navy of all places there is an 
interesting piece of information for any- 
one owning a blue serge suit. It’s a 
new way to take the shine off the seat 
of a pair of blue serge pants—which is 
what this country has always needed just 
exactly as badly as a good five-cent 
cigar. ° 
What you do, according to the Navy’s 
regulations, is put a wet cloth over the 
shiny area, press it with a hot iron, and 
then rub the spot gently with a piece 
of “00” sandpaper or emery cloth. (You 
can take the seat right out if you're not 
careful, but the object is to stop the 
shine, isn’t it?) 


trans Another helpful hint this week comes 
where from the New York Telephone Co.—an 
orker ingenious way to get rid of wasps. It 
adied seems telephone company linemen were 
tories always having wasp trouble—climbing up 
itting poles to work on the terminal boxes on 
top, only to find the boxes housing 
mis hundreds of wasps—until they discovered 
tage they could get the wasps to move out 
€ to and build their nests someplace else by ; —— ; 
es Of merely hanging a little bag of moth ROM pins to flying fortresses, these new Delta machines boasted 
ina ells on cath box. A almost every article we use today all the accuracy of ponderous old- 
I is made possible by machine tools. type machines, yet packed the effi- 
Without these tools, modern as- ciency and flexibility demanded by 
ult of What, No “Daddy”? sembly production would be un- today’s production crisis. 
z0 in feasible, manufacturing costs strato- Produced by modern assembly meth- 
npul- Variety, the theatrical trade paper, re- spheric, even pins a luxury! That is ods, these fighting-trim machines 
rail- ports on what sounds like a brand-new — MPSOTSMRONS 5m machine sool were turned out at one-third to one- 
sty Bp kt for jukeboxes. A Fort Wort, (Ng RE © Se 
cilia- lex., doctor has installed one of the neers began a series of innovations is dhe Geiniicelia af Gheateads 
t the machines in his waiting room. When- in machine tool design of such revo- these new tools of today have won 
25a ever a patient comes in the door he gets lutionary importance that they re- their places—in huge defense plants 
d by a slug from the nurse so he can operate sulted in the creation of NEW where quality and accuracy are musts 
man the machine while he waits his turn with KINDS OF MACHINES. —in one-man shops where economy 
the doctor. Records are changed every Stripped of every excess pound, is No. 1 consideration. 
conte week. . a ar gy Send for FREE Booklet “How to Increase Production” which tells 
€ of You might think it would take up a you how the Delta idea can help you solve your problems. The Delta 
eng lot of the doctor’s time every week, Manufacturing Company, 913 E. Vienna Avenue, Milwaukee, Wis. 
oint choosing soothing records for his pa- 
. A tients, because it just doesn’t seem 
| the possible that even an ailing jitterbug 
ints. would be in the mood to spend his slug 
es is on, “HUT-sut rawl-son the rill-erah. . . .” 
ae What's My Name? 
ont 
» diry The adaptable hamburger, the great 
the impersonator of the restaurant industry, 
t of already masquerades under such assumed 
lies. names as meat balls, chopped steak, 
rain- Salisbury steak, beef patties, etc. Once, 
con- during the World War, it even went 
| * jhe ger dusdesrenae be ge ber Doe World's largest exclusive manufacturers of low-cost, high quality 
ting Merchants has its way the hamburger drill presses + grinders * abrasive finishing machines « cut-off machines 


will go patriotic again too, and take on * circular saws + band saws * scroll saws « lathes + jointers *« shapers 
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even another name—Defense st« 
garde, boys. 


Arms for the Army 


A couple of months ago we to 
the compressed-air machine ¢) 
shooting gallery at the Ne 
World’s Fair, which eventually 
up in the U.S. Army and Na 
training weapon for flyers (BW 
'41,p65). As a follow-up to that 
story, there is the one about th« 
lady in Chicago who somehow 1: 
to sell her B.B. gun to the 124th 
Field Artillery at Camp Forest, 
recently—for $1. They needed 
chase razorback hogs and cows 
the way when their tanks start 
maneuver over the mountain roads. 


Slogan-Maker 


We bet you could have knocked a lot 
of people over with a feather when they 
found out in the Saturday Evening Post 
ad the other day that Theodore Roose. 
velt was the author of one of the mos 


| famous advertising slogans ever coined 


According to the ad, Teddy Roosevelt 
was visiting Nashville, Tenn., back in 
1907. 


At one of the many functions he at- 


| tended, a lady asked him if he wouldn't 


care for a second cup of coffee. “An. 
other cup?” said Teddy, “De-lighted. It 
is good to the last drop!” The creator 
of the coffee, a Mr. Joel Cheek, heard 
the remark and used it to describe his 
Maxwell House coffee from that time 
on. 

‘Too bad ‘Teddy just let it slip out like 
that though. Today, with a boxtop or 
reasonable facsimile of same he might 
have picked up $20,000 in a lump sum 
or $100 a week for life with those 25 
words or less of his. 


| Transplanting 


Climbing aboard a taxi at the North 
western Station in Chicago the other 
day, a business man we know told the 
driver he wanted to go to the Mart 
Said the driver, ‘Pom me—Foinchure or 
Moichindise?”’ 

They don’t hear an accent like that 
in Chicago very often, so “How long ag 
did you leave the Bronx?” the business 
man asked. It turned out not to be 
very long, and it developed that detense 
industries were sucking cab drivers out 
of Chicago so fast that the cab com- 
panies have had to start recruiting 
drivers elsewhere. 

Most of the new drivers come from 
New York—because of the lack of de- 
fense industries there maybe. Drivers 
have their traveling expenses paid from 
New York to Chicago, go throug) 4 
short training course, and are then 
turned loose on the streets. After t!iat, 
it’s every fare for himself. 
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THE TRADING POST 


=o 


“Tommyrot”’ ? 


Right now the patriotic appeal is get- 
ting a good play. We are exhorted to do 
our bit, to make our sacrifices, to suffer 
our hardships cheerfully for the sake of 
our country and its institutions. All of 
which is fine. 

But I can’t help wondering how long 
it's going to take us to live down the 
propaganda that has been shoved at us 
during recent years to discredit the vir- 
tue of patriotism, to scoff at self-sacrifice, 
to sneer at the willingness of an indi- 
vidual to “take it” out of loyalty to 
some ideal other than self-interest and 
self-indulgence. For, after all, it is these 
very qualities that provide the only 
practical measure of the sentiment we 
call patriotism. 

For instance: the other day I turned 
up a clipping from a pre-war New York 
newspaper that happened to carry a 
movie critic’s review of a picture which 
featured high adventure by young Brit- 
ons on the frontiers of the Empire. The 
following sentence caught my eye. 

“Convention No. 1 on which Mr. 
Korda erects the flimsy framework for 
his pyrotechnics has to do with the stiff 
upper hp. the regimental tie, the code 
of an officer and a gentleman, and all 
that sort of tommyrot.” 

Yes, “tommyrot”—just like that. De- 
livered in that smooth, smug tone in 
which professional critics are wont to 
disparage what they don’t understand. 

Since that was written, a lot has hap- 
pened. And others, of clearer insight, 
have paid their tribute to the valor of 
a new generation of young Britons, of 
whose patriotic service to their country 
it has been said, “so many owe so much 
to so few.” And, so far as I am con- 
cerned, that tribute has a somewhat 
cleaner, healthier smell than the movie 
critic’s offering. For I suspect that a 
lot of that debt “owed by so many to 
so few’ has been incurred because the 
“few” regard “the stiff upper lip, the 
regimental tie, the code of an officer and 
a gentleman” as something more than 
“tommyrot.” 

I know there are people to whom it 
is quite incredible and absurd that any 
sensible person would sacrifice himself or 
his comfort to an ideal. Such people 
never could understand the Finnish 
woman of whom Langdon Davies tells in 
his book “Invasion in the Snow.” 

She was ordered to abandon her little 
home, so that it might be burned down 
to comply with the strategy of the Fin- 
nish army command. But after she had 
removed all her belongings, she scrubbed 
and polished the little house until it 
was immaculate. And to those who won- 
dered she observed, ““When one makes a 


Business Week * August 16, 1941 


gift to Finland, one wishes it to be 
bright and clean.” 

More “tommyrot,” I presume. 

But it is just that sort of ““tommyrot” 
that enables a nation to cope with emer- 
gencies—especially when the odds are 
against it. There must be some of its 
people in every station of life who are 
willing to suffer their hardships with “a 
stiff upper lip,” who will vie to subordi- 
nate themselves and their selfish con- 
cerns to whatever loyalty may serve as 
“the regimental tie and the code of an 
ofhcer and a gentleman” in their own 
particular spheres. 

When men and women no longer are 
willing to dare greatly and suffer griev- 
ously out of loyalty to some matali 
side of themselves, it will be a sorry 
day for all the institutions that minister 
to the souls of men. 


Home Made 


From time to time I have commented 
here on the way farm-bred boys are 
eased into the business of farming. Very 
early they get a chance to raise their own 
stock, go after their prizes, and other- 
wise get some practice in management. 

But this sort of thing isn’t limited to 
the farm boys, as witness the recent 
fourteenth annual style show at North 
Carolina State College. 

Months before the style show, the 
budding textile engineers of State Col- 
lege begin to select the patterns and 
dyes, comb the yarn, make the threads, 
set up their looms, and run the fabric. 

Then the finished product is turned 
over to a college girl who converts it 
into beach togs, pajamas, a street dress 
or an evening gown of her own design. 

The sal is the annual style show, 
in which the dressmakers model their 
own creations; and in the award of 
prizes, grace in modeling plays a big 
part. This year 147 college mannikins 
modeled their “originals,” which, from 
raw cotton to finished frock, were the 
work of North Carolina boys and girls. 

The 1941 grand prize winner, by the 
way, was Miss Emmogene Shields of 
High Point, and Meredith College, 
Raleigh. Her entry was a simple plaid 
skirt and blouse with white jerkin cost- 
ing only $2.18. It had been made from 
a fabric manufactured in the college’s 
model factory by J. W. Alexander of 
Asheboro, North Carolina, and M. L. 
Crawford of Spartanburg, South Caro- 
lina. In addition to the grand prize, 
other prizes this year were won by 
girls from each of the ten schools, Appa- 
lachian State, Elon, Flora MacDonald, 
Greensboro, High Point, Louisburg, 
Meredith, Peace, Queens, and Saint 
Mary’s. , WG 
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* Designed for immediate 
delivery from dealers’ stocks 

* Quick, easy installation 

* No special foundation 

* Saves space 

* No maintenance problems 

* Quick, easy speed changes 

* Low cost 

* Easy to relocate 


This new reduction drive is 
available in five standard sizes 
from % to 25 horse power. 
Economical to buy and install 
—without delay! Mounts on the 
shaft of the driven machine. 
Furnishes speeds of 154 down 
to 11 R.P.M., governed by the 
ratio of the primary belt drive. 
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THE TREND 


President Roosevelt's executive order on instalment 
credit can easily be overrated as a brake on present-day 
inflationary tendencies. 

For one thing, priorities in themselves tend automati- 
cally to reduce instalment credit. Since production of 
automobiles, refrigerators, washing machines, and other 
consumer durable goods is destined to be curtailed, the 
dollar volume of instalment sales is bound to fall off. 
After all, these are the items chiefly bought on time. 


® For another thing, the increase in instalment credit 
outstanding is moderate indeed, when considered in 
relation to the entire credit and inflation problem. In- 
stalment credit has risen at the rate of somewhat more 
than $1,000,000,000 annually in the last year; that means 
that $1,000,000,000 was added to annual consumer put- 
chasing power. But wages and salaries have gone up 
about 10 times as much—easily $10,000,000,000. And 
to that must be added another billion dollars or so to 
take into account the boost in farm income. Indeed, the 
total amount of instalment credit outstanding amounts 
to only about $5,000,000,000. And that allows for a 15% 
rise thus far this year, as the following table shows: 

Time Loans by 


Cash-Lending 
Agencies** Total 


Instalment Credit 
Granted by Retailers, 
Dealers, etc.* 


1929 $2,61 3,000,000 $557,000,000 $3,170,000,000 
1932 1,034,000,000 458,000,000 1,492,000,000 
1937 2,783,000,000 879,000,000 3,662,000,000 
1938 2,264,000,000 937,000,000 3,201,000,000 
1940 2,942,000,000 1,399,000,000 4,341,000,000 
Today 3, 300,000,000 1,700,000,000 5,000,000,000 


*Includes finance companies such as General Motors Acceptance Corp., 
Commercial Investment Trust, Commercial Credit Corp.; also depart- 
ment stores, jewelers, etc. 

**Includes personal loan departments of banks, personal loan com- 
pamtes, such as Household Finance or Beneficial Industrial Loan; credit 
unions, but not FHA Title I loans and unregulated lenders (loan sharks). 
© At the same time we see that instalment credit is at 
an all-time high—much above both 1929 and 1937. And 
we can observe further that instalment credit has an 
“exaggerative” quality. It goes down during depressions— 
note 1932 and 1938—and it goes up during periods of 
business expansion—1937, 1940, and today. So instal- 
ment buying tends to exaggerate depressions by diverting 
current income from purchases to debt-reduction; and to 
exaggerate booms by lifting the capacity to buy. 

Furthermore, when inflation is in the air and people 
are afraid prices are going to go up, the inclination is to 
buy what one can while the buying is good. And this 
exaggerates the upward spiral some more. That explains 
why the President and Reserve Board Chairman Eccles 
are anxious to put the clamps down now. They want to 
prevent a sudden buying rush on credit. Also they are 
interested in controlling hidden price advances. 

It is true that the Office of Price Administration and 
Civilian Supply will try to establish ceilings on prices 
of new cars, refrigerators, and so on. But Mr. Henderson 
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INFLATION AND INSTALMENT CREDIT 


cannot very well regulate turn-in values nor can he rea |i} 
fix prices on used cars or used refrigerators, regardles. of 
what legislative powers he gets. 

Remember we are in a seller's market. Back in | 35 
and 1936, and even as recently as 1940, dealers compcted 
with one another for sales by offering potential bu ers 
high trade-ins. Today, however, the situation has been 
reversed; within “good-business” limits, the seller can 
pick his customers and covertly name his own prices. 

And government officials are afraid that, if instalment 
purchasing power is piled on top of the already tremend. 
ous increase in wages and salaries, then prices will soar. 
Cash buyers and credit buyers will be competing for a 
limited supply of goods. Prices of used cars will go up, 
and prices of new cars will also go up—not overtly, but 
through low turn-in values on used cars, or refrigerators, 
or “black bourse” bonuses (BW—Jul.12’41,p84). And 
instalment buying habits of thwarted buyers who can't 
get cars might well spill over into other lines—house 
furnishings, clothing, and so on. Hence the decision to 
institute controls. 


© The curb on instalment buying also has propaganda 
value. It brings home to consumers the necessity for 
denial—either self-imposed or government-imposed. But— 
and this cannot be said too often—it is still only a minor 
aspect of the major inflation problem. The government, 
itself, is the big producer of the increase in consumer 
purchasing power. Consider what happened during the 
last year. The federal debt rose about $6,000,000,000. 
And here is how that money was raised: 

eer rc: her ee $1,400,000,000 

Federal trust funds................. 1,350,000,000 

ee eee 3,250,000,000 

Of the open-market issues, about $2,600,000,000, or 

80%, were bought by commercial banking institutions. 
Here, then was $2,600,000,000 of bank credit created to 
finance the government deficit. It went to federal 
agencies to pay for goods and services; the money coursed 
over and over agait! from factory to consumer and back 
again; and in the process consumer purchasing power was 
inflated. Wages and salaries went up. 


© Right there is the key to inflation control. Mr. Eccles 
and Mr. Roosevelt can contrive all they like to limit the 
individual consumer's capacity to borrow to buy. But 
the main job still is to control the ultimate consumer's 
initial capacity to pay. Somehow, some way, the govern- 
ment must devise a method to tap the huge increase in 
purchasing power generated by increased employment 
and payrolls—either through more taxes, or increased 
savings, or both. That aims at the heart of the problem. 
Instalment credit regulation is helpful only as a shot in 
the right direction; it doesn’t go straight to the mark. 
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